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ELETTERS TO THE EDITOR

/ldm Inman s Concerns About the C]A

My appearance Monday night on
ABC’s “Night Line” to confront pub-
licly false allegations that I had been
orchestrating or a part of the attack on
Director of Central Intelligence Wil-
liam Casey has produced a flood of cor-
respondence, mostly complimentary.
Not one of those letters has focused on
the 10 seconds of comment on political
factors in the confrontation. Nonethe-
less, when an astute observer like Jo-
seph Kraft makes that the only point
of significance from my appearance to
capture in his column, it is abundantly

"clear that he has encountered sensi-

tivity on that score from his Washing-
ton contacts.

In closed session ori the Hill and in
private conversations in the executive
branch over the past several months, I

‘have laid great stress on the vital im--

portance of sustaining and building on,
the-bipartisan approach to oversight
firmly established under the leadershlp:
of Sen. Daniel Inouye and: Rep. Ed-
ward Boland and strongly supported in:
their minority roles. by Sen. Barry

Goldwater and Rep. Kenneth Robin-
son, beginning in 1976. A non-political
approach to the intelligence com-
munity by the executive branch is a
critical element in support of that nec-
essary congressional bipartisan over-
sight. Some signs of fraying have been
visible from both branches in the last

few months, which has prompted in- .
creasing worry from this professional.
intelligence officer. Certainly the spirit-

of hipartisan fairness in oversight was
superbly demonstrated in the Senate

Select Committee hearing on July 29 .

into allegations against Mr., Casey.
But constant attention to this need

will be mandatory from executive
branch and congressional officials alike

if we are to have any prospect of keep-
ing focus where it belongs on the criti-

cal rebuilding of the capabilities of the- -

U.8. intelligence community after a
long decade of drawdown of manpower
and real dollar investment.

Admiral, US. Navy,

Washington

B.R.INMAN -

Deputy Director of Contral fntelilgence
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lidm. Inman s Concerns About z‘}ze CiA

My appearance Monday night on
ABC’s “Night Line” to confront pub-
licly false allegations that I had been
orchestrating or a part of the attack on
Director of Central Intelligence Wil-
liam Casey has produced a flood of cor-
respondence, mostly complimentary.
Not one of those letters has focused on
the 10 seconds of comment on political
factors in the confrontation. Nonethe-
less, when an astute observer like Jo-
seph Kraft makes that the only point
of significance from my appearance to
capture in his column, it is abundantly

“clear that he has encountered sensi-

tivity on that score from his Washing-
ton contacts. . .

 In closed session o the Hill and in
private conversations in the executive
vranch over the past several months, [

*have laid great stress on the vital im--
portance of sustaining and building on,

the bipartisan approach to oversight

fiemly established under the leadership:
of Sen. Daniel Inouye and Rep. Ed-
ward Boland and strongly supported in. -

their minority roles by  Sen. Barry

Goldwater and Rep. Kenneth Robm-
son, beginning in 1976. A non-political
approach to the intelligence com-
munity by the executive branch is a
critical element in support of that nec-
essary congressional bipartisan. over-
sight. Some signs of fraying have been
visible from both branches in the last

few months, which has prompted in- |
creasing worry from this professional.
intelligence officer. Certainly the spirit-

of bipartisan fairness in oversight was
superbly demonstrated in the Senate
Select Committee hearing on July 29
into allegations against Mr. Casey.

But constant attention to this need -

will be mandatory from executive

branch and congressional officials alike:
if we are to have any prospect of keep- -

ing focus where it belongs on the criti-

U.S. intelligence community after a

long decade of drawdown of manpower -

and real dollar investment.

Washmvton

‘cal rebuilding of the capabilities of the.

B.R. INMAN
Admiral, U.8. Navy,

Deputy Director of Central Inteiligencs
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By Curt dMatthews -
*| ¥ashington Bureau of The Sun :
Washington—Opposition to William J. Casey as direc-
tor of central intelligence appeared to ease slightly yester-
day after members of the Senate Select Committes on Ia-
telligence: spent-three hours reviewing the allegatioq_sk

Bave v .

pagainsthim, = Do Fareat
Mr, Casey has been under pressure to resign hecause he'
<landestine operations at
volved in questionable stock transactions before his own
appointment as head of the agency. { :
After yesterday’s intelligence commities meeting, Sen-
ator Barry M. Goldwater (3, Ariz.), the chairman, said the
dexision to keep Mr. Tasey in his job rests
fleagan, not members of the Sennte. ‘ ,
Mr. Goldwater, oue of Mr, Casey’s sharpest critics in
recent days; did not restate hisearlier insistence that Mr.
Lasey should step down. S T
Asked if he thonght Mr. Casey wo
wwater 5ald: *“No, The president has said that Mr. Casey is
xuoing to continne, and Mr. Caseyisa creature of the presi-
leal., . IS not uptons” , e
He added that he thought Mr. Reagan “has the right to
dowhatbewants” - - o e T
Asxed if he still thought, as he announced last Thursday
2t a late ‘evening press conference; that the $8-year-old
M. Casey shonld “retive,” Mr. Goldwater said: “IMr.
Casey] is a creature of the president, and the president has
jpretty wuch usurped anything I say or do.” T
! Al the invitation of the intelligence committee, Mr.
sCasey will appear today in a closed session to explain his
{persenal finances and the clrcumstances of the hiring of
‘Sfr. fogel, oo T e e T
. Mr. Goldwater said Mr. Casey wad being piven a lst of
Guestions well before the hearing, but the senator would
not outline them publicly. Mr, Casey said he received the:
‘questions yesterday afternton, - - oo o
& committee source told the Assctiated Press that
isome of the latest questions concerned Mr. Casey’s report-
e legal representation in 1377 of a New Jersey waste dis-
[posal system with alleged tes to organized crime. -
~ The.White House yesterday gave Mr. Casey another
'vote of confidence, carefully limiting it to the facts now
known about the CIA director,~ -~ -~ - - -
President Reagan’s chief of staif, James A. Baker I1I,
id, “The president bas made it clear that he has seen
othing so far that would canse him to change his mind
about Bill Casey, and that he continues to support Bill
iCasey.” ' : : :
. It was the possibility of a sea

ndal rooted in sfcck mar-
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Dpposition to CIA ¢
seems o ease after panel

* July 14 Critics of Mr. Casey

- “tor's sworn testimony. ¢ - . T ]
Senator Daniel P. Moynihan (D, I Y.}, the committ=e’s

placed a potential security risk, Max Hugel, in charge of -
the CIA, and because he was in--

with President

uld resign, Mr. Gold- -

]

&

. ket dealings that forced Mr. H
: 2ay he should bave checked
Mr, Hugel's backzround more closely before insisting that
he be given one of the most sensitive jots in governmers,
Several members of the intelligence committae bave
indicated they are withholding judgment on Mr. Casqy's
-role in the Hugel matter until

R

ranking minority member, appeared with Mr. Goldwater
after yesterday’s session and restated his coacern about-
the allegations against Mr, Casey. HJowever, heisamorga
number of Democrats who have avelded a partisan con-
frontation over Mr. Casey pending further investigation.

Mr. Goldwater said it appeared that the intellige ~ce
committee’s probe of Mr, Casey will g0 on 2} least a week
and may extend into the month-long copgressional recess
that i3 due in early Angust,

If the probe is not conel
Casey may operate under a
Septamber—a
House officials,

In the last few days, Mr,

uded before the recess, 2dr.
cloud at the CIA mti] 2adly
prospect not welcomed by him or by Wiite

asey bas eonducted A vigor-
ous campaizn {o keep his job. He has heen meeting cri-
vately with members of the intelligen
ing his case before employees at i3e CTA and on Suncay
gave the intelligence coramittee a 2-foot stack of docy-
Iments relating to the allegations against him. T

Commenting yesterday on the maierials provided oy
Mr. Casey, Sepator Richard G. La gar (R, Ind.), a memter
of the committee, indicated they offered
about BIr. Casey’s business dealings. L

Mr. Lugar wonld give no details of the materi
ing only that they do not suggest
fitness toserve,.. ‘

Various people who reviewsd a re
intelligence committee staff
by Mr. Casey say it deals p
ready the foens of the conty —Mr. Casey’s involya-
ment in a now defonct farming firm called Multiponics
and the selection of Mr. Hugel fora job at the CIA. - '

Despite yesterday’s indications that Mr. Casey may e
able to weather the controversy that arose when Nr.-
Hugel resigned, at least three names of possible speces-
sors have been discrssed by Republicans in Congress,

" One is Adm. Daniel J, Murphy, chief of staff for Vice
President Bush and a former intelligence officer. Another
is Laurence Silberman, a San Francisso lawyer who
served briefly as chief of the Reagan transition team at
the CIA and also was deputy attorsey general in the Nixon
and Ford administrations. The third pame being men-
tioned is Adm. Bobhy B. Inman, deputy CIA director. )

terials; soy- |

“character defects or1 a-

port prepared by the
irom the materials provided

CIA-RDP91-00901R000500270007-0
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they have heard the direc-
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CASEY SEEKS CURBS
ONEX-GLA, AGENTS

“Says a Review of Contrécts‘ Is
Needed to Bar Disclosures

By STEVEN R. WEISMAN
Special to Thw New Yori Times.
WASHINGTON, July 28 — Wﬂham J
Casey, the Director:of*Central Intelli-
gence, has ordered. a review of C.LA.
contracts to develop what he called
sadditional protections” against the
transfer of technology and information

by fovmer agents to such countnes as

Libya and the Soviet Union.
In the-text of an 1l-page 5peech pre-:

parzd for delivery to the Central Intelli-

gance Agency's employe&s Mr. Casey
specitically referred to the recent epi-

sode in which two formér agents, Edwin:

P. Wilson and Frank Terpil, used their

“agency connections to travel to Libya to]

itrain tervorists and trans_port e.vpxgsives
hereillegally. - g R

"M, Casey 3 sald thaf Stanley Spork-n ’

the C.1.A.s general counsel, ““is review-
ing our contracts to develop additicnal
protections against the kind of moon-
lighting and use of our contractors and
technology which occurred in the Wil-
-son-Terpil situation.”

Tne purpose of Mr. Casey’s speech

i

‘was Lo reassure the agency’s employees

Ay
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that he intended to weather the cucrent
centroversy over his past financial
practices and management of the agen-
cy, wtich have led to calls for his resig-

nation by three key Republican Sena- |

tors, including Barry Goldwater, Re-
publican of Arizona, chairman of the
Senate Intelligence Committee. Today,
the committee said that it had asked Mr.
Casey to testify tomorrow about his
financial dealings and management of
theagmcy

In the soeech Mr. Casey said he had
taken and would take several steps to
improvethe agency’s operations. .

Asserting that past intelligence esti-
mates had not reflected “‘the full range
of threats which our policy makers need
to protect against,” he said that he had,
on occasion, refused to accept estimates

‘prepared by agency analysts. He said

that estimates prepared on Airica and
Latin America, specifically, had “not
addressed Soviet mtereats activities
and influence.”

Assails Intelligence Reports
In the past, Mr. Casey said, agency
estimates had {ailed to address these
aspects. “Worse still,”” he continued, “I
have seen draits of estimates prepared

2 year or more ago hy analysts in this |

building which accurately predicted
what has bappened in Nicaragua and
Cuba’s new aggressive policies in Can-
tral America at a time when those
davelopments certainly should have
been carefully considered.”

““Sadly,” said Mr. Casey, ‘‘these ana-
lytical insights were strangled in the
clearance and coordinating precess so
that they did not reach policy maXkers in
a national estimate. I intend to see that
that does not hagpen as long as l.am
DCL” "= .

The issue of intelligence estimates
havelong stirred debate among experts.

Previous C.LA. directors, including Mr.

Casey's. predecessor, Adnr. Stansfield
Turner, have been accused of altering
certain assessmpents to reflect their
views or those of their Administrations. .

STATINTL

. puao wal MY, Casey, for exan:ple, re-

jected a C.I.A. draft assessmer.t on ter-
rorism that, according to intelli:ence of-
ficials, failed to conclude that th.e Soviet
Union was directly involved in foment-
ing international terrorism. 5
In his speech, Mr. Casey saic he had
“‘revised timetables and procecures for
doing national estimates to get thera out
more quickly, making them racre c’*'v.p
and more relevant to pohcy ness
Mr. Casey also said he had o 1oved to
improve coordination between ine intel-
ligence community and policy ‘nakers.
Pe said that both he and his deputy,
Adm. Bobby R. Inman, were now hav-
-ing weekly breakiast meetings with Sec-
retary of State Alexander M. !laig Jr.
and Defense Secretary Caspar W, Wem-
berger. and “regular meetings” with
President ’Qeagan and the National Se-
curity Council. - & -

Hugel Atfair Mentioped

Some of Mr. Casey’s remark: related
to a reorganization of the agenc/’s clan-
destine operations that led to 1:is origi-
nalselection of Max C. Hugel as director
of clandestine operations. Mr. Fuge] re-
signed two weeks ago after formrer dusi-
ness asseciates accused him of fimancial
misconduct. Mr. ‘Hugel dened the
chargss. The ensuing coniroversy
helped create questions about Mr.
Casey’s judgement among merbers of
the Senate intelligence panel.

Mr. Casey acknowledged in the
.;r)eech that the Fugel-*eplsc* ie had

“turned out badly?y: " =
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Time Running Out on ClA’s Casey? ...

Despite public statements of support |
from the President, insiders say it is |
oanly a matter of time before the be- |
sieged William Casey departs as di- !
rector of the CIA and is succeeded by
Deputy Director Bobby Inman, who
is widely regarded as the nation’s
most respected intelligence expert.

* kK

White - House aides are suspicious
that reporters gor wind of a 2-month-
old court ruling against Casey at the
same time they were tipped to allega-
tions of improper business dealings
by his deputy, Max Flugel. Conclu-
sion by some presidential advisers:
Both men made bitter enemies with-
in the CIA itself, and these foes
leaked the matters to the press.
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Sudden departure of a controversial spy master is sparking
probes of the agency’s security system—and even of the top
man himself. The upshot could pose a problem for Reagan.

The nation’s secret intelligence orga-
nization is caught up in a new and
damaging crisis—ijust as it was showing
signs of recovery from six years of scan-
dals and turmoil.

Triggering the crisis: The forced res-
ignation on July 14 of Max Hugel as the
Central Intelligence Agency’s spy mas-
ter. He quit as chief of clandestine op-
erations only hours after publication of
allegations of improper and possibly il-
legal business practices.

The ramifications of the crisis go far
beyond the immediate issues involved
in the Hugel resignation.

CIA Director William Casey himself
is under a cloud, with his future as di-
rector of the nation’s intelligence oper-
ations in doubt. His judgment and qual-
ifications for the top intelligence job
are being challenged.

Lengthening shadow. Compounding
the doubts about Casey’s future at the
CIA are disclosures that he, too, is ac-
cused of engaging in questionable busi-
ness activities.

A federal court, it transpires, recent-
ly ruled that he was guilty of knowing-
ly participating in a misleading invest-
ment offering. Another court found
that Casey and other dircetors of a

company had driven their firm “deep-
er and deeper into debt.” Casey denies
responsibility for these actions and is
appealing.

Beyond the controversy over the
leadership of the CIA, there is wide-
spread concern about the agency’s se-
curity system, which gave Hugel clear-
ance to become chief of clundestine
operations, the most sensitive post in
the intclligence community. This Sys-
tem is supposed to weed out misfits
and “moles,” enemy agents who seek
to penetrate the country’s espionage
apparatus.

As a result, what appeared to be a
successful drive to rebuild the morale
and credibility of a battered CIA has
suffered a setback.

Tape recordings. The rapid-fire
chain of events that led to the latest
CIA crisis was sparked by publication
in the Washington Post on July 14 of
allegations that Hugel was involved in

stock transactions in the 1970s that.

were improper and perhaps illegal.
The accusations were made by two
brothers, Thomas and Samuel MecNell,
who were the principal brokers han-
dling the stock of a company that was
then run by Hugel. They provided

MARION TRIKOSKO--USNE WA

probable successor it Casey goes.

tapes of conversations o subst.ntiate
their charges.

The brothers alleged thut Hugel
sought to manipulate the j rice of stock
of his firtn by giving then “insider”
information and by provid ng funds to |
buy his firm’s securities. A ceording to
the charges, the scheme fa led, end re- |
lations between Hugel and the MeNell
brothers deteriorated into bitier feud-
ing. One of the McNell tupe s contuined
a claim by Hugel that the brothers
were atternpting to blackniail him.

The controversial spy mster insists
that the charges against Liin are “un-
founded, unproven and unt rue.”

Strategy’s goal. The borbshell con-
fronts the Reagan White I juse with a
major test in crisis mana; ement. To
deal with it, the President” aides have
mounted a “damage limitation™ opera-
tion, which so far has been relatively
successful in mininizing cmbarrass-
ment to Reagun.

Aim of the White House strategy:
Demonstrate that the Huge! affuir is a
Casey problem, not a Reagan problem.

White House Communications Di-
rector David Gergen went out of his
way to stress that it was lasey who

sclected Hugel, saying: “As you know,
Mr. Hugel was not nominaied by the
President.”

At the same time, Reagan’s advisers
moved with extraordinary speed to
guarantee that the problens was liqui-
dated and so avoid the risk »f creating
a Reagan version of Jimm\v Carter’s
“Bert Lance albatross.”

Reagan’s aides are attemp ing to dis-
miss the affair as a minor .berration
that is over and done with, \s Gergen
put it: “As far as the Whit House is

OSKO—USNEWR

ir ‘appdrént. "Bobby Inman is viewed as
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concerned, this matter is closed.”
That, in the view of political ob-
servers, may prove to be wishful
thinking.

Already the Senate Intelligence
Committee has launched a prelim-
inary investigation of the CIA’s Of-
fice of Security and its handling of
the Hugel screening. The panel is
also looking into alleged financial
misconduct by Hugel and Casey.

And the Senate Judiciary Com-
mittece may undertake an inquiry
into Casey’s past business activities,
if sorne members get their way.

What disturbs some congress-
men as well as former top intelli- .
gence officials is what they call the
“politicization” of the CIA. From
the outset of the Reagan adrminis-
tration, they have been privately
critical of the appointment of Rea-
gan’s B8-year-old campaign man-
ager as boss of a deeply troubled
intelligence community that re- ;
quired dynamic leadership.

The CIA, says Senator Patrick

Leahy (D-Vt. ), “is not a place to

91261 HERDLOCK IN WASHINGTON POST

By FHEFRERLOT

Surprisingly, the investigators
brothers, although one

to contact the White Hou e to pss
along the inforrnation he had con-
cerning Hugel's question. ble busi-
ness activities.

Nor did Hugel himsel: infor
the security agents of hi: convie-
tion that the McNell brothers had
attempted to blackmail wim. His
explanation was simply: T didn’t
think it was a reportable ¢vent.”

Intelligence experts s:v a key
rule in the espionage trade is that
the slightest hint of blackr il must
be reported immediately o securi-
ty authorities.

Following orders. Why was the
Hugel security inve tigation
rushed through so quickl:? No ex-
planation has yet been offered.
But a former CIA directsr makes
this point: “The securit- pesople
work for the director. It he ex-
presses his interest in getting
guick clearance for a personal

pay off campaign debts.”

Opposition to Casey in Congress
was blunted by the appointment
of the nation’s foremost professional in-
telligence expert as his chief deputy,
Adm. Bobby Inman. In fact, Inman,
former chief of the National Secuvity
Agency, was favored by many on Capi-
tol Hill for the top CIA job. He is seen
as the ohvious successor if C'lsey is
forced out.

Criticismn that the CIA was being po-
liticized surfaced again after Casey in
mid-May promoted Hugel, one of his
political carnpaign helpers with no pre-
vious intelligence experience, to con-
trol clandestine operations.

Defending the candidate. In the
face of almost universal opposition
from intelligence professionals and
White House aides, the CIA director
went directly to the President to win
approval of Hugel’s appointment.

Says a congresstonal aide associated
with the intelligence committees: “Hu-
gel had no visible qualifications for the
job. An untested person should never
be put in that sensitive position.”

Casey defended the appointment,
praising Hugel as uniquely qualified
for the job of managing all covert ac-
tions and clandestine intelligence-gath-
ering operations overseas. In a letter to
the New York Times, the CIA director
said of his choice as spy master that
“his drive, clarity of mind and execu-
tive ability would . . . offer the best way

to both strengthen and effechvely run

the directorate.”
The inference was w1dely drawn
_ that the CIA director wanted a trusted

Approved For Release 2001/03/0

“We have complete confidence
in what’s-his-name here.”

and close associate in the sensitive job.
But when Hugel was forced to resign,
Casey denied Hugel’s claim that the
two had known each other for 20 years.
He said that he had been acquainted
with Hugel for only 17 months.

In replacing Hugel, Casey-has ap-
pointed the career officer recommend-
ed for the post initially: ]ohn H. Stein, a
48-year- -old CIA veteran with 20 years’
experience in covert operations.

No less disturbing than the alleged
politicization of the CIA, in the view of
many in Congress, is the apparent
breakdown of the CIA’s security-clear-
ance system in its screening of Hugel.
On this score, too, questions are'being
raised concerning Casey’s role.

Incomplete picture. Ordinarily, offi-
cials say, a security investigation, espe-
-cially of a candidate for a sensitive CIA

. job, requires months. In Hugel’s case,
the inquiry was rushed through in a
week, and possibly less.

The investigation was begun on Jan-
vary 14, and by January 21 he was giv-
en full clearance. During that period,
agents for the CIA’s Office of Security
conducted 28 interviews. The picture
that emerged was of-a “workaholic”
who had amassed a fortune as a fexsty
and hard-driving businessman.

With the exception_of reports of
brief marita] difficulties, no derogatory
information surfaced from the inquiry

" or from a lie-detector test, which is a
routine part of the intelligence agen-
cy’s clearance rocedure

choice, that must have an effect.”
The major issue at the heart of

the latest CIA crisis invalves Ca-
sey’s judgment——in appointit.g Hugel
against the virtually unanimo s advice
of intelligence experts, in condoning if
not encouraging an inadequa e securi-
ty screening, in failing to intorm the
congressional intelligence co nmittees

failed to discover the MeceNell:
of tht:‘m .
claims that he tned unsuc cessfully :

of the charges against Hug:1 and in |
failing to move against his onetime

,’campaign aide until charges of shady

dealings made headlines.

The White House insists th: t Reagan |
_retains “full confidence” in Casey. Buta -

top White House aide concede s that the
President’s advisers are keeping their

fingers crossed. They worry «bout the !
prospect of more embarrasiing sur-
prises growing out of Casey s role as |

defendant in several lawsuits : temming
from his past business achivitics.
“If,” says the White House aide,

™~

“there is a series of lawsuits showing a |
pattern_of illegal dealings thit he was !

caught in, then that would be serious.”

Even without such a pattern, there is |

growing speculation that Cas:y’s effec-

tiveness has been critically compro- |
mised and that the Presiden- is likely |
to find his retenton as chi=f of the
nation’s intelligence operaticns an in-

creasing embarrassment.
“That judgment is reflected in a Chi-
cago Tribune editorial in these words:

“Whether Mr. Hugel or Mr. Casey.
committed any improprietie; in their

private business dealings, they are the
wrong men to run U.S. espionage.” O

e

By JOSEPH FROMM
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Time Running Out on CIA’s Casey?...

Despite public statements of support
from the President, insiders say it is :
only a matter of time before the be-
sieged William Casey departs as di- |
rector of the CIA and is succeeded by
Deputy Dicector Bobby Inman, who
i1s widely regarded as the nation’s
most respected intelligence expert,

AKX Kk

White - House aides are suspicious
that reporrers gor wind of a Z-month- \
old court ruling against Casey at the
same time they were tipped to allega-
tions of improper business dealings
by his deputy, Max Iugel. Conclu-
sion by some presidential advisers:
Both mea made birrer enemies with-
in the CIA itself, and these foes
leaked the matters to the press.
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Sudden departure of a controversial spy master is sparking
probes of the agency’s security system—and even of the top
man himseli. The upshot could pose a problem for Reagan.

The nation’s secret intelligence orga-
nization is caught up in a new and
damaging crisis—just as it was showing
signs of recovery from six years of scan-
dals and turmoil.

Triggering the crisis: The forced res-
ignation on July 14 of Max Hugel as the
Central Intelligence Agency’s spy mas-
ter. Ie quit as chief of clandestine op-
erations only hours after publication of
allegations of improper and possibly il-
legal business practices.

The ramifications of the crisis go far
beyond the immediate issues involved
in the Hugel resignution.

CIA Director Williara Casey himself
is under a cloud, with his future as di-
rector of the nation’s intelligence oper-
ations in doubt. His judgment and quat-
iications for the top intelligence job
are being challenged.

Lengthening shadow. Compounding
the doubts about Casey’s future at the
CIA are disclosures that he, too, is ac-
cused of engaging in gquestionable busi-
‘ness activities.

A federal court, it transpires, recent-
ly ruled that he was guilty of knowing-
ly participating in a misleading invest-
ment offering. Another court found
that Casey and other directors of a

company had driven their firm “deep-
er and deeper into debt.” Casey denies
responsibility for these actions and is
appealing.

Beyond the controversy over the
leadership of the CIA, there is wide-
spread concern about the agency’s se-
curity system, which gave Hugel clear-
ance to become chief. of clandestine
operations, the most sensitive post in
the intelligence community. This sys-
tem is supposed to weed out misfits
and “moles,” encmy agents who seek
to penetrate the country’s espionage
apparatus.

As a result, what appeared to be a
successful drive to rebuild the morale
and credibility of a battered CIA has
suffered a setback.

Tape recordings. The rapid-fire
chain of events that led to the latest
CIA crisis was sparked by publication
in the Washington Post on July 14 of
allegations that Hugel was involved in

stock transactions in the 1970s that-

were improper and perhaps illegal.
The accusations were made by two
brothers, Thomas and Samuel McNell,
who were the principal brokers han-
dling the stock of a company that was
then run by Hugel. They provided

MAAIGN TRIKOSKO—USNIWA

tapes ol conversations to substantinte
their churges.

The brothers alleged that Hugel
sought to manipulate the 1 rice of stock
of his firm by giving then “insider”
information and by provicmg funds to
buy his firm’s securities. f.ccording to
the charges, the scheme fuiled, 2nd re-
lations batween Hugel anc the McNell
brothers deteriorated into bitter feud-
ing. One of the MeNell tap s contuined
a claim by Hugel that the biothers
were attempting to blacknail him.

The controversiul spy naster insists
that the charges against him are “un-
founded, unproven and untrue.”

Strategy’s goal. The bornbshell con-
fronts the Reagan White }.ouse with a
major test in crisis manuzernent. To
deal with it, the President’s aides have
mounted a “darnage limitaiion™ opera-
tion, which so far has been velatively
successful in minimizing embarrass-
ment to Reagan.

Aim of the. White House strategy:
Demonstrate that the Hugel affuir is a
Casey problem, not a Reag.n problem.

White House Commun cations Di-
rector David Gergen went out of his
way to stress that it was Cuasey who
selected Hugel, saying: “A . you know,
Mr. Hugel was not nemin ited by the
President.”

At the same time, Reag: n’s advisers
moved with extraordinar. speed to
guarantee thut the problern was liqui-
dated and so avoid the risk of creating
a Reagan version of Jimiay Carter’s
“Bert Lance albatross.”

Reagan’s aides are attem sting to dis-
miss the affair as a mino aberration
that is over and done with As Gergen
put it: “As far as the Whiie House is

MARION TRIKGEKO—USNIYA
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Reagan’s CIA Tmm’bles

*‘\‘ﬁ] hen a banmmwewht businessman  gel and moved him through several post
named Max Hugel was put in charge  before putting him in Lhzmre of top-secr
of cloak-and-daggering for the CIA, veter-  intelligence gathering and clandestine ope
ans of the inteliigence agency wereshocked.  ations. He saw Hugel's background in busi
The Brooklyn-born Hugel had only onereal  ness overseas as useful in arranging “‘cover
qualification for the super-sensitive post of  for secret agents, and he wanted a toug
w‘putx director for operations: a connec- minded administrator whom he felt h
tion with CIA Director William J. Casey, could trust.
with whom he had worked in Ronald Rea- Hugel was cleared by the CIA’s Office
gan’s Presidential Lampaxon So when Sc:curlty in just one week, and that invest
hu el resigned last week, just hours after  gation failed to turn up the long-runnin
the appearance of a newspaper story charg- battle with two former stockbrokers
ing him with past financial improprieties, prompted his resignation. The two me
the faliout settled mostly on his CIA )
boss. Casey had other problems: two  ‘We have complete confidence in what’s his nam
judges. it turned out, had cited him € 1981 Herblock in The Was
for dubious financial dealings—and
suddenly the Reagan Administration
had a potential political Hability on
its hands. '

For the record, White House offi-
cials insisted they had full confi-
dence in the rumpled, mumble-
prone Casey, a former Securities and
FExchange Commission chairman
and Lnder Secretary of State for
Fconomic Affairs. But chairman
Barry Goldwater of the Senate intel-
ligence committee ordered a staff in--
vestigation of Casey’s business deal- .
ings, and other members were
pressing for a full-bore examination
of Caseyv’s career, of his judgment in
bringing Hugel to the CIA and of
agency security procedures that
failed to red-flag Hugel's past. Top
Reagan aides conceded privately
that a formal inquiry—or more dis-
closures about Casey in the press—»
could make the director’s position
untenable.

Neophyte~ Ironically, one of Ca-
sev’s principal goals had been to low-
erthe CIA's profile and strengthen its
authority and credibility after theem-

despite- advice trom (1A general
counsel Stanley Spork: that there.
was no clear-cut violatin of law in-
volved. Shortly after th: Post story:
appeared, Casey advised White:
House chief of staff Jan:es A. Baker:
Il that Hugel would r:sign. Hug eli
did,undCaseyreplacedHm with CIA}
officer John Stein, a ve:eran station,
chief with solid exper ence in the;
agency’s Asian, Africa: and Soviet
operations. The White Fouse was de-
lighted. “There were a ot of memo-
ries around here of the Bert Lance,
affair when this thing popped,” said
one top stafter. “There was a great
desiretohaveitoverwitiy.” s
Circular: But it was?’t. As ques~~ :
tions mounted about Cacy’sappoint-
mentof Hugel, it wasdis -losed thatan
interim ruling by a Feceral judge in!

barrassments of recent years. But Ca- . L_-__ . i : e -] New York last May cit :d Casey and;
sey brought at least one new problem ¢ ther officials of a failec agribusiness
with him to the agency in the person  Hugel (left), Ca»ey Charges of dubious jmanua! deal-  company called Multiponics, Inc., for
of Max Hugel—a tot.pee-topped for- ings—and a potential political lzabrltty knowingly misleading prospective in-'
mer importer of Japanese sewing ma- Mark Reinstein—Photoraporters Brucerioertel _yestors in 1968 Judg:: Charles E.

Stewart Jr. concurred with earlier
findings that Casey and the other offi-
cials had distributed an offering circu-
lar containing false ‘and misleading
information—failing, for example, to
mention that Multipcnics had as-
sumed more than $2 7 million in’
mortgage debts from it: founders and
| also had exaggerated the operations
oommd thar the MeNell
-1 brothers ariginally took their tile to a New York

Times editor, who referred theay to Washington-
based reporter Jetf Gerth. The MeNets mistakenly

chines and typewriters. Hugeljomed
the Reagan team last year in New
Hdmps‘mre as a political neophyte
carrying the endorsement of power-
ful publisher William Loeb. Hugel
quickly xmpressed Casey with what
other top campdlgn aides thought
were “harebrained” schemes to mo- | s i e, i
bilize voluntgers and vo He was ; L £
abullinaéﬂpmyedrsg:mﬁem 8k =t

worker recalled. “'People who saw : ]

him in action would say, ‘Christ, you
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CiA’s Casey ¥ icos a

‘Full-Blown’ Probe

If He Doesn’t Quit, Some'Senators Warn i

f By GeraLp F. Szis
| " And JoNATHAN KwITNY
Staff Reporteryof THE WALL STREET JOURNAL

1 WASHINGTON — CIA Director William
Casey w7l {ace 2 long and potentially em-)
barrassing Senate investigation of his busi-
ness affairs.if he doesn't. quit,. lawmakers
WaIn. z .

The staif of the Senate Intelligence Com- j;

mittee is scheduled- to submit today a report '
on Mr. Casey’s business. history and finan-
ciol disclosure statements. The panel will
kold a closed. session tomorrow to discuss
the report. -

Yesterday afternoon, Mr. Casey sent the
commitiee cartcns of documents giving de-
tails of his financial affairs. He also asked to
appear personally before the cornmittee as |
soon as possible, but aides couldn't say :
whether he would be-invited.

Some commitize members: say this

i week's report, begum just nine days ago,
i ®on’t clear up all tive questions surrounding
: Mir. Casey’s Hnancial history. ‘
" Unless he resigns as chief of the Central
{ Intviligence Agepcy, lawmakers say, the re-
port would bte only the prelude to a long in-
vesdgaten by the Senate.

“If he's going to stay, I think it’s incum-
tent for the commirtee to do a fuil-blowm in-
vestigation with hearings,” said panel mem-
ber Sen. Joseph Biden (D., Del.). “I'd like
0 avoid all of that.” - -~ ’

Both Republicans and Democrats are

! worried that such a long public debate will

shatter morale at the CLA. They believe the
. ageacy is just recovering from turmoil that
i arose from long Senate hearings {(n the mid-

197s into abuses by intelligence officials.
“3""As a result; some influental Republicans
‘think Mr. Casey should quit. Alaska .Sen:

.‘Theodore Stevens, the Senale’s second-rank- |

- ing Republican, called on Mr. Casey to-step
-aside, saying Senaters are ““worried about
ke future of the agency it the director be-
_comes the focal point of controversy right at
| this- dme. Sbnilarly, -Sen.. Willlam Roth
"{R., Del.} asked Mr. Casey to resigm so that

the CIA’s attention isr’t. “'diverted from its

, eritical responsibilities by the kinds ot alle-
: gations now being made, s o, Su

3

- The committee staff has been investigat
ing Mr. Casey’s activities as a director of
_Multiporics Inc., a failed agricultural. con-
cern. A federal judge in New York recently
ruled that Mr. Casey and other Multiponics

 directors misled patential investors about

the company’s finances. -

! The staff also is looking into other law-

suits and business activities that Mr. Casey

} didret -disclose in ‘statements- required of

presidential appointees, congressional aides -
-said. FoARPEoVedy u.ﬁef&aﬁe'

- didn’t disclose his involvement in a second

. o . |
> In addition, aides said,.the stafl will loo%

"into Mr. Casey’s role as an attarney repre-

senting SCA Secvices Iac., a waste-disposal
concern that has been linked in public rec- |
and sworn testimony to organized |

. trime. After serving as chairman of the Se-|
; curides and Exchange Commission, Mr.!
¢ Casey represented SCA in dealings with the|
cormmisston. .o . |

Mr. Casey has pledgsd to provide materi-l
als to the commnittee by today that wiil re~
solve “this entire controversy.” He has re-|
fused requests for interviews. . . 2

- Congressional unhappiness with Mr.t
Casey doesn’t.all stem from his business ac- i
dvities, though. Lawmakers are openly |
questioning his job. performance, particu-
larly his judgment in appointing Max Hugel
as chief of the CLA's spy operations. Mr.
Hugel, who. hadn’t any experience in intel-
ligence - operations, was forced to resign
after being accused of improper and pos-}
sibly illegal business activities. He has
denied wrongdoing. .

Sen. Barry Goidwater (R., Artz.}, Chair-
man of the Senate Intelligence Committee,
alse is angry that the panel wasn’t informed
in advance of the brewing scandals over Mr.
Hugel and Muldponics, aides said.

- - Tha nnhappinass with Mr. €asev on Capi-
tol Hill- “‘seems:to- be: an accurmulation. of
events,” said one White House official.-Some
Senators would like-to see Mr. Casey's dep- !
uty, Admiral Bobty- Ray .Inman, step hto
_the top CIA jobz-headded. v L.

-~ Adrmiral Inman is a longtime intelligence
official who is.widely respected by othér!
professiomals in. the feld. Earlier this year, |

" Sen. Goldwater called him “the outstanding '

i intelligence expert in the world.” Most ob- |
: servers think the White House would name !
; him to head the CIA if Mr. Casey resigned; |
{  Publicly, - though, the White House:
| strengthened its support of Mr. Casey over |
. the weekend. “The President believes Bill |
| Casey is a good and decent man who has |
| served the conntry well for a good many |
| years,” said White Eouse spokesman David |
Gergen. -“He also believes. Mr. Casey s
doing a fine job at the CTA.™ -~ =) . T =
", In"addition,” some Senators -spoke out.in!
defense of Mr. Casey. Sen.’ Henry Jackson:
urged his colleagues to giva Mr. ‘Casey more!
tme-"to-respond to recent allegations. “Iti
logks to me like they're trying to lynch him|
in public,'. the Washington Democrat said!
on NBC-TV's “‘Meet the Press.” Most of the
allegarions against Mr. Casey “have been
around for a while,"* Sen. Jackson added..*
Sen. Paul Laxalt (R., Nev.), a close
friend of President Reagan, also urged at a

weekend news conference that Senaméso

P o

suit against Multiponics in Lounisiana...

sel, _and Leonard Marks, former U.S. Infor-
mation Agency director. also defsndad Afe 1

. ' Boren, SCA’s director of co-porate and com-

After consideriag the renort of its staff

! tormorrow the commitiee nay communicate

" its feelings about Mr. Csey to the ‘White
House, staff members sai ‘.

Among issues in the Csey inquiry is his
extensive legal work for SCA Services, a
company traded on the Now Tork Stock Ex-
cnange, after Mr. Casev served as SEC
chairman from 1971 to 197, ;

According (o SEC oiicials, Mr. Casey
personaily negotiated a s« ttlement of SCA's
complex troubles ‘#ith the SEC in 1977. Last

-year, Mr. Casay's law firin prepared an ex-
‘tensive public-relatons rrogram for SCA
and urged the company tv use the program
to counter SCA's tainted irage.

Christopher P. Reckiid, SCA's president
untl his resignation in 1975, was.convicted
of wire fraud acd filing faise statements
with the SEC. Burton Steir. its chairman until
his resignation in 1376, w2s convicted of fil-
ing false statements. The ¢ ffenses concerned
what the SEC said was a liversion of some
5 miliion to Mr. Recklit:s's personal use.
Anthony. Bentrp_heiped civert the money,
the SEC said, ard was liter sentenced 1o
| prison with his close asscciate, Mafia cap-
‘tain and then-Teamster official, Anthony

“Tony Pro” Provanzang, for conspiring to
split a $230,000 kickback on a $2.3 million
Teamster pension-fund loan.

:  Last month, Thomas C. Viola, who suc-
ceeded Mr. Steir as chief execulive afficer
of SCA, was himself repla.ed after a House
comumitiee heard chargses that he was in-
volved with organized-criine figures in the
wastedispesal business in iiis home state of
New Jersey. Mr. Viola later, in his own tes-
tdmeny, maintained his inrocence.

SCA's representation by Mr. Casey’s New
! York law firm, Rogars & Wells, was brought
0 lighr by John Kelly, edisor of Counterspy
Magarine in Washington. Caesar Pitassy,
rmanaging partner of Rogers & Wells, said
al least 20 people in the firm worked on the
SCA aceount, but “my recollection is that
Casey didn't have anythiag to do with it.”

SEC officials confirmed for this newspa-
per, Lowever, that Mr. C.sey successfully
settled the SEC's caarges azainst SCA relar-
ing to the 34 mblion func diversion, false
disclosures and- what the SEC said were
“bribes to obtain contrac's and to obtain
vermission to use propert: owned by SCA
for landfill.”” In the settlerient SCA neither
admitted nor denied the charges. It agreed to
appoict two outside directors acceptabie to
the SEC and to maintain ar audit committee
cf four outside directors.

An SCA official who didr 't want his name
used said Mr. Casey andg the late Jack
Wells, a Rogers & Wells partner, led the
3CA’s legal team for the fiim. ‘

Neither Rogers % Wells nor SCA would
| say when SCA hired the firm, although Joe

T

munity relations, said it “‘could have' been
as early as 1974 The SEC :harges involved |
events occurring ia 1974 an1 1975. .

[>|"
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FOR PUBLIC AFFAIRS STAFF
STATINTL
PROGRAM Nightline STATION  WJLA TV
ABC Network
DATE July 27, 1981 f1:30 PM CitY Washington, D
SUBJECT Full Text
TED KOPPEL: William J. Casey, the embattled Director
of the CIA. Tonight we'll examine Casey's career and the back-
ground of the current demands that he resign. We'll talk live

with the number two man at the CIA, Admiral Bobby Inman.

And on another top story we'll take a look at prepara-ions
for the Royal Wedding in bLondon from t+he vantage point of an Ameri-
can visitor.

ANNOUNCER: This is ABC News Nightline. Reporting from
New York, Ted Koppel.

KOPPEL: Good evening.

|f you don't know where to fook you might not notice any-
thing out of the ordinary. But there are armies massing in Wasning-
ton, DC these days. They don't march in formation nor do they Jsear
uniforms. And the weapons they use for this battle is already under-
way, The weapons of the telephone and the mimeograph machine, The
telegram and the news conference.

This battle is for the political survival or destruction
of one of the President!'s men, William Casey.

The efforts. to unseat Mr. Casey from his position as Director
of the CIA are on one level easily visible, with open calls, for
example, from several prominent Republican senators for his resig-
nation. Less visible on the part of Mr. Casey's opponents, the
gossip, the news leaks. And less visible among Casey supporters,
the raliying of the "old boy" network, the call, as in this mailgram
which was sent out last Friday +o an alumni of fthe 0SS and many other
friends of Bill Casey for special support tuncheons In New Yort and

OFFICES IN: WASHINGTON D.C. @ NEW YORK & LOS ANGLLES @ CHICAGO e DEIROIT o AND OTHER PRINC PAL CITIES

.Approved For Release 2001/Q3/07...GIA:-RPEAI -00204R000500240007 =0+ orec



Approved For Release 2001/03/07 : CIA-RDP91-00901R000500270007-0

.Washing+on next Monday and Thursday.

One way or another William Casey's future is at stake.
Here's Sander Vanocur. '

SANDER VANQCUR: CIA Director Wiltiam Casey is in effect
on trial in Washington. It is becoming a Washington ritual, a close
friend of a president in trouble six months after that president takes
office.

Four years ago this summer Jimmy Carter's close friend Bert
Lance, Director of the Office of Management and Budget, was called
before Congress to explain his financial past. He later resigned.

Now history repeats itself with William Casey, a clos=2
personal friend of a new president, Director of the CIA, about to
face a congressional investigation into his financial past.

Bert Lance was relatively unknown on the Washington scene.
That is not true of Bill Casey. He is part of the American poiitical
and financial establishment.

His credentials: World War |l service in the Office of
Strategic Services, the predecessor of the ClIA. Multiple careers
as tax lawyer, teacher, author, and businessman, activities that have
made him a millionaire. Political posts that have included government
service in the early '70s, Chairman of the Securities and Exchange
Commission, Undersecretary of State for Economic Affairs, President
of the Export-Import Bank, and finally, Director of Ronald Reagan's
1980 presidential campaign, taking over on the day before the hew
Hampshire primary.

WILLIAM CASEY: Governor Reagan decided that he wanted to
reshape the campaign and felt that he needed new management to do
it.

~ VANOCUR: ironically thaft campaign provided the catalyst
for Casey's present problems. Prominent in that campaign was Max
Huge!, a New Hampshire businessman, a good friend of William Lowe,

the powerful, controversial, right-wing publisher of the state's
most influential newspaper, the Manchester Union Leader.

Casey astonished official Washington, but especially the
CIA itself and the Senate Intelligence Commitftee by naming Huge!,
who had no intelligence experience, his Deputy for Covert Operetions,
the most sensitive post in the agency.

On July 14th Huge! resigned.

MAX HUGEL: In my letter of resignation to Director (asey
| feel | can no longer effectively serve him or the agency.

Approved For Release 2001/03/07 : CIA-RDP91-00901R000500270007-0
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VANOCUR: Hours after, the Washington Post reported charges
by two stockbrokers that Hugel had engaged in insider trading and
manipulation of the stock of an export-import firm he headed n +the
early '70s.

The day after The Post story on Hugel it was revealcd that
a federal judge in New York had ruled May 19th that Casey and other
directors of a defunct New Orlcans agribusiness firm, Multiporics,
Incorporated, knowingly misled investers in 1968. For Casey “*he
fat was in the fire.

Senator Barry Goldwater, chairman of the Senate Intelti-
gence Committee, met with Casey July [5th, reportedly was angry
not only about the charges against Casey but also because Cascy
had failed to warn Goldwater in advance of the charges against Hugel,

The follow day, Senator Majority Leader Howard Baker said
the Inteliigence Committee staff had been ordered to review atl of
its material on Hugel and Casey.

But Hugel quickly became a side issue. Front and center
were questions about Casey's judgment in hiring him in the first place,
and Casey's financial past.

President Reagan was quick to come to Casey's defensa.

UNIDENTIFIED REPORTER: How do you feel about the Bill
Casey controversy?

PRESIDENT RONALD REAGAN: There's no controversy. | have
complete frust in him.

VANOCUR: But the Senate Intelligence Committee wantod all
the information and wanted i+ fast, no member more than Committee
vice chairman, Daniel Patrick Moynihan.

SENATOR DANITEL PATRICK MOYNIHAN: |f this administrarion
wants Mr. Casey to stay in office they'd better start answerinj; the
phone calls of Mr. Blake and Dr. Schulski. 1If tThey are going to
cover up, they are going to lose themselves a Director of CIlA “ight
fast.

VANOCUR: But it seemed last week as if Casey's fell.w
Republicans had formed a judgment about Casey before all the * .c¢is
were in.

BARRY GOLDWATER: The damage done by Mr. Hugel's appointment
to the morale of the CIA, in my opinion, is a sufficient position for
either Mr. Casey to decide to retire or for the President to ducide
to ask him to retire.

VANOCUR: Even the President, who had been so forthr ght
in his support the previous weeks, appeared las+t Friday to be hedging
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his best.

UNIDENTIFIED REPORTER: Does it seem to you Mr. Case 's
going to have tTo resign?

PRESIDENT REAGAN: ! haven't got any answer on that.
As | said, we still have confidence -- and our people —-- fto be talking
to the senators about that. And so | don't have any answers.

VANOCUR: And on the weekend Casey supporters were o=
the counterattack, with friends like Paul Laxalt, the Presiden
closest friend in the Congress rallying to Casey's defense.

n

SENATOR PAUL LAXALT: Surely it's politftically contro-er-
sial, surely ift's politically difficult. But | would hope tha-
my colleagues and whoever else is involved in this process, in:
cluding the media, give this man a fair shake.

VANOCUR: |+ may be that Casey is a victim of McCarthy-
like tactics. 1+ may also be that Casey is caught up in a raw
struggle for power over the future of the CIA. Do old hands a~
the CIA and its powerful lobby of former CIA officials want on-:

of their own to head the CIA?

And 1t may be that congressinal egos are bruised for
a number of reasons.

Casey did not work the Hill as much as his predecessors.
Casey did not advise Senator Goldwater or other members of the
intelligence Committee about the charges against Hugel.

There is the question of Casey's judgment, not just about
Huge! but also about CIA operations. For instance, an alleged plan
reported today by Newsweek magazine 1o destabalize Libyan Pres dent
Qaddafi's regime, a plan, which according to Newsweek prompted a
letter of protest from the House Intelligence Committee to the Presi-
dent. But the White House and House Intelligence Committee Ch.airman
Edward Bo/and today denied the report.

And there's also the question of egos at the White House.
Casey and his Deputy, Admiral Bobby Ray Inman reportedly clashead
early this year with White House National Security Advisor Richiard
Allen over proposals for lifting restrictions on CIA covert operations,
with Allen favoring a wider latitude in those operations, Casev and
Inman opposed.

Perhaps for that reason Newsweek was told by a White House
official over the weekend that !nman was not on the list of po.sible
successors to Casey should Casey resign.

As in all tribat rituals there is in this current spactacle
both reality and symbol. The symbol in this instance is Casey’s
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financial dealings and perhaps his judgment. The reality is who>
controls the CIA in the future and to what end.

Sander VYanocur, ABC News, Washington.

KOPPEL: In a moment we'll look at the Senate Intelligence
Committee's investigation of William Casey, where 1t stands, where
it's going. And we'll talk live with the ClIA's Deputy Director,
Admiral Bobby !nman.,

¥* * %

KOPPEL: CIlA Director Witliam Casey made clear again today

+hat+ he does not intend to take the efforts to remove him Ilyinc down.
Ann Compton reports now on the Casey counterafttack and on the tenate
investigation into the charges against him.

ANN COMPTON: William Casey means business. He's al.
over Capitol Hill these days. But he does not mean fTo quit. In
fact, Casey says support back at ClA headquarters is reassurinc.

CASLEY: | had . talked to the employees of the CIA in
our auditorium today and | found them very supportive. High sjirifts,
they gave me a prolonged ovation, and it felt very good.

COMPTON: In pursuit of the case against Casey came |red
Thompson, once the Republican's Watergate investigator. Now for
the Senate Intelligence Committee Thompson will fTry to make qu ck
work of a mountain of evidence.

FRED THOMPSON: I expect it to be a thorough inquiry. but
| hope that it's resolved in The near futfure.

COMPTON: Thompson spent his first day on the job si'ting
through hundreds of pages of documentation on Casey. Tomorrow morn-
ing behind the closed doors of The Intelligence Committee hear ng
room he'll spread it out on the table for senators.

The results would be quick indeed if the members fin-
some compelling evidence against Casey, but one senator recent y
described the whole affair as no smoking gun, just a loft of smoke.
In that case, it could take a long time to clear the air.

Ann Compton, ABC News, Capitol Hill.

KOPPEL: Standing by live now in our Washington bureu
is the Deputy Director of the ClIA, a former Director of Naval

Intelligence, and of the National Security Agency, and a forme
Vice Director of the Defense Intelligence Agency, Admiral!l Bobbv
Inman. :

Admiral, forgive the question, | realize it's kind o' a
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strange one. You are here because we invited you, and we're gled
that you are here, but it is almost unprecedented, and in fact, !

can't recall another time when a Vice Director of the CIA has a{peared
on a program like this. And | have to ask you, sir, why is it thaft
you are willing to appear?

ADMIRAL BOBBY INMAN: Mr. Koppel, | had a call yestercay
from an old friend for whom | have great regard who told me tha he'd
been approached by a couple of friends in the news business who had
asked him if it was true that Bobby Inman was in fact orchestra ing

a campaign to have Bill Casey removed in order to succeed. It'.
preposterous on its face. But +he fact that The charge was cir:u-
lated at all prompted me to decide iT was time to go on camera " O

say that | think he's doing a great job and | hope he stays.

KOPPEL: What's going to happen, do you think, to Wil iam
Casey at this point? | mean, | can see, as can many people around
Washington, that there is this tremendous effort now to rally sapport
for him. But how long can the administration keep ratlying if “he

charges keep coming?

ADMIRAL INMAN: The key is whether or not there are aidi-
t+ional charges that are coming, Mr. Koppel. As you know, Mr. Cisey
has moved with a comprehensive response o the allegations rega-ding
his personal integrity relating To financial dealings prior to :om-
ing To his current job.

He's sent a full response back. l've not seen it, 1'a
+old that it's very thorough, and that he's confident that it will
remove all charges. He's assured me that there are no other chirges
pending.

What we then have to deal with are the rumors which con-
+inue to circulate. That will be harder to do. But the faster we
can get it behind us and getT back +o work the better the country will
be, and certainly the better the CIA will be.

KOPPEL: Much of your professional life, Admiral, has
dealt with analysis. Give me your analysis of why you Think this
has gone as far as it has.

ADMIRAL INMAN: A combination of events, Mr. Koppe!. There's
clearly a political fight. The Republicans have been riding fairly
high in the Congress, GetTTing t+o one of the President's men wculd
have its own impact. There clearly was an underriding current of
dissatisfaction, particularly among t+he retired employees of ClA,
about the appointment of Mr. Hugel. The media has certainly played
its part. One of my friends described it as the time of the dcldrums
when fthere's an absence of news and therefore this has filled «
lot of pages and a lot of hours on camera.
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KOPPEL: But Admiral, when you talk about the politi-:al

element, you know as well as | do that the harshest charges, the
loudest calls for his resignation have come from the Republican
side of the aisle, from men |ike Barry Goldwater. That doesn'ft sound

political.

ADMIRAL INMAN: Mr. Koppel, that's a particularly difficul+t
one for me, finding mysel!f between Senator Goldwater and Mr. Casey.
Mr. Goldwater has been a great supporter for these last severa! years
while |'ve been in some leadership jobs in the intelligence business
in Washington. And during ftThe years when he was the Vice Chairman of
the committee, whether he agreed or disagreed with the topic at hand

he was our stalwart in protfecting intelligence sources and methods.
IT's therefore not a happy occasion to find myself in disagreement
with him on whether or not Mr. Casey has the ability and the w Il to

continue to provide the leadership ClIA needs.

KOPPEL: But you're also in disagreement, Sir, with Senator
Roth, you're also in disagreement with Senator Stevens, and ironically,
and | understand, | think, the political motivations here almost as
well as you do, the Democrats are quite clearly gleeful to stand back

on the sidelines and even make noises about no McCarthyism at “his time
because the Republicans are doing the work for them.

How is it that so many Republicans are active in thia?

ADMIRAL INMAN: Mr. Koppel, it's a fact of life that neither

Mr. Casey nor | have spent the time with the senators that ought to
have been spent over the past six months. There are a lot of ¢xcuses.
I carried two jobs until April, he has been busy doing some traveling

overseas. But both of us have been learning the agency and the commu-
nity and trying to decide where it needs to go.

In That process, we've not given the attention that the
senators would like to have had. That's clearly one of the problems
that underlies the current difficulties.

KOPPEL: But that almost makes it sound as though the U.S.
Senate 'is made up of rather petulant people. ! mean, that's not
enough reason fto go after the man and fry fto remove him from his job.

ADMIRAL INMAN: I would not describe them as petulant, but
they clearly don't like to be surprised. And they like to have a
fair amount of time spent keeping them apprized of ongoing everts.

KOPPEL: All right, Admiral. We'll continue this corversa-
tion, with your permission, in a moment.

* * *

KOPPEL: With us again now from our studios in Washington,
the CIA's Deputy Director, Admiral Bobby Inman.
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Admiral, it seems that perhaps the most damaging charge
against Director Casey is the one of bad Jjudgment. Can you give us
some insight as to why he would go to a man to head our coverf opera-
tions who has absolutely no experience in that area?

ADMIRAL INMAN: Mr. Koppel, a long period of time was
spent studying the problems of the clandestine service. Bill Casey
got a start on that a good month before | joined him.

His conclusion early on was that the service was being
well-run and was being very productive for what it was now doing,
but that it had been drawn down below a safe level fo deal with the
U.S. interests in the years out ahead.

And as that draw-down had gone out over the past decade,
there was a tendency to rely on official cover to go for what was
going to be most cost-effective rather than that which might be
most survivable, if you lost an embassy, as in Tehran or in other
places where embassies have been attacked.

In deciding where the agency needed to grow in the future,
specifically the clandestine service, it was Bill Casey's judgment
that they were going to have to rely far more on non-official cover,
the use of commercial drops to provide the necessary cover for clan-

destine agents all over the worlid.

It was his conclusion, and | shared the view, that an
experienced businessman who had spent 20 years working in that
area could be helpful in leading the way toward rebuilding the

clandestine service with the proviso that you had plenty of pro-
fessional people backstopping everything that he did. And that
backstop was in place from the time Mr. Hugel first took his job.

KOPPEL: If there is any arm, Admiral, of the CIA that
really calls for a great degree of confidence, it would seem to
be the clandestine service. And we both heard Senator Goldwater
in That taped comment from a few days ago saying that if anything,
Mr. Hugel's appointment seems to have damaged the morale of the
CIA. And | assume he was referring specifically to clandestine
services. Is he wrong?

ADMIRAL INMAN: Mr. Koppel, | asked one of the most senior
and respected members of clandestine service day before yesterday
~for his view on the damage from the Hugel!l appointment. And his
response To me was that its damage ended on the day that Mr. Huge!
dropped out of the newspapers.

KOPPEL: Now that Mr. Hugel is out, and let's assume for

a moment that you all are successful in keeping Mr. Casey in, would
you do It again? Would you go the same way? Would you once again
go to someone who does not have a background in intfelligence?
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ADMIRAL INMAN: Mr. Koppel, | think there's a reinforcement
of +he value of using professionals in all of these jobs if you can
get the right professional. There are places, though, where you want
Yo use outside experts. We've already brought some in to deal with
the area of analysis, and there may be some more.

[+'s a curious mix. Clearly, those inside The agency
would prefer that all the promotions come from inside. But the
most difficult feature, certainly for the analytical side, is
retaining objectivity. And you can find the right people who are
willing to come to government service, not withstanding pay caps
and the intense scrutiny of their previous lives, hopefully you
can bring better objectivity, the right kinds of questions to
help us do a befter job in +he analytical area than we've done in
the past decade.

KOPPEL: Admiral Inman, you've seen +he report in tocay's
Newsweek magazine suggesting that t+there was to be a clandestine
operation against Qaddafi of Libya. Tomorrow morning's Washington
Post says i+ wasn't Libya, it Mauritania. Was that kind of an
operation being put into play again?

ADMIRAL INMAN: Mr. Koppel, both the State Departmen* and

Chairman Boldnd denied the report this morning. And you'll under-
stand that !'m not going to be drawn into hopping around each country
in Africa hoping we'll finally end up with something even removtely

close to the inaccurate stories That have been printed.

KOPPEL: No, | can understand that. And | can even under-
stand if you won't answer This next question. But | have fto ask you
whether in fact, as Sander Vanocur said before, there has been open
disagreement or perhaps quieT disagreement between you and Diraector
Casey on the one hand and National Security Advisor Richard Allen
on the other on this general subject.

ADMIRAL INMAN: There has been some disagreement on what
an Executive Order ought to look like. I'm persuaded that the
Executive Order needs to be the road map for the professionals inside
the intelligence community that tells them what they can do and
what they cannot, the standard that they will be held accountable
to ten years down the road.

Our views are shaped from having been in this business
through the difficulties we've had in the last decade. | don'?
want to see them repeated for another generation down the road.

KOPPEL: Admiral Inman, what will it take for Director
Casey to survive This?

ADMIRAL INMAN: 1t will take regaining the confidence of
+he Senate and giving us some breathing room.
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Mr. Koppel, the real problem is rebuilding the capabilities
of this U.S. intelligence community after ten years of drawing down
both manpower and dollars. We're only going to succeed in doing that
if we have a Director of Central Intelligence who has the direct access
to and the confidence of the President. And that's what persuades me
and many at CIA that notwithstanding the current difficulties, Bill
Casey is the right man to continue as the Director.

KOPPEL: In that context, Admiral, will Director Cascy
be testifying before the Senate Intelligence Committee this week?

ADMIRAL INMAN: He's asked to testify, and | hope that
they will offer him the opportunity before they go in recess to
respond to all the allegations fThat have been made.

KOPPEL: How's the general support been from the "Old Boys"
network?

ADMIRAL [ NMAN: | think with the departure of Mr. Hugel,
the support has picked back up pretty sharply. Certainly there's
been a great flood of letters from many of the retired personnel
from the CIA to the Director subsequent to that departure.

KOPPEL: Admiral Inman, thank you very much for joining us.
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By SANDY GRADY. . .
Of The Bulletin-Staff- ..

WASHINGTON = Admiral Bobby
Ray Inman is the-No: I choice to re.:
place William 7. *Casey as director of
the Central Intelhgence Agency if-
Casey suc nting. pres-’
sure forhis restg:nauon S e

Sources close tothe Senate Ime!hr
gence Committee: said Tnman, 49, is.
the hn mly favorite for seveml rea-

50nS: el

— Inman 1$ respecred in the Washg
ington mteihgence_ cunmu.m:y and;
popular with key senators, espec*al-«
iy Sen Barry Go]dwater(R Ariz) 7

,1 " As-Casey’s N6~2 ran; Inman i is+
“in place” and available.: »-: . .o} |
—_ Because he is: known as an intel-,

N . SV S

hgence pmfesm(mal, and ‘. shrewd d]
bureaucratic-infighter, Inman.could:
restore confidenceat: a CIA shaken
by the Casey controversies.: SR

“Inman is seen as a pro who wouldv

save the agency . from -the ama--

teurs,” said a* Senate’ mtelhgeucn :
‘source. “Goldwater has: wanted- In- B
man in the job:all along becaiise he-""
has no confidence in Casey.” -

A Texan who spent 28 yearwin the- |
Navy, Inmarris considered an expert»
on spy satellites:and other espionage- |
technology:-Before- Casey persuaded’.
him to becornerhis deputy at the CIA.*
Inman operated: the National Securi-"

.ty Agency~’a highly secretivesoutfit |}
‘that is the code-breakmg elite of the
- Pentagon e uiagdinss ik FEY

While Inman-waited"in the- wings,-
Casey was’ bemg bombarded by~ dec-

° mands: from- -key -Republicans “— in--
cludmg Goldwater—-that (‘asey step
down:. : s\‘w‘* b

criticism .when: he sharplv attacked‘
- Casey for hlﬁngan unqualified mart,

Max Hugel;, to' head the CIA’s. ¢lans
e destine activities: Hugel abruptly re-:
signed.-amid:; dxsclosura; »ot stock'
market manipulations. i

ous,” Go!dwater saxd Casey should

il ot st

} retire from the: CIA or “the Prw-

R I . _ Y

Jecause- he 1s regaining his old §
clout as the Senate’s top conserva- |
tive and. heads the Senate Intelli- |

- gence Committee, Goldwater's fusil-
lade was considered near fatal to Ca-

| sey’s chances. Sen. Ted Stevens (R-
Alaska), the. GOP’s No. 2 Senate
leader;-and. Ser. William'-Roth (R-
Del); a-member-of the Intelligence.
Committee, joined Goldwatpr in de~
mandmg Casey's scalp_..

-President Reagan mnmated pub-
‘licly that he.would fight to-retain the-
‘63-year-old: Casey,” a New York mil--
lionaire who. had-‘rebuilt" Reagan’s
‘'sagging- ‘campaign starting- last
March.:~Reagarr told- reporters he
‘-“had¥notichanged his. mind’>:and -

i :*stilt. ' has conﬁdence" in Casey: to-
: run the CIA -~ » 5. -3
! But the thte House had its top
lawyer, “Fred I'ielding, going over
¢ Casey’s business dealmas that have
7 troubled Goldwater and other sena-
: tors. A White- House source said the
results -of - the Senate [ntetligence
< Commmittee’s Tuesday meeting would
{ decide whether “we havn to pull the
i plug.on Casey.” @ =nitt g
. Casey has been pohtxckmg hard to -
¢ keep his job. He has pushed his case .
. with Reagan’s senior aides. He has
. lobbied top senators and carried on a.
stormy telephone | conversation w1th
Goldwater, claxmmg ‘Goldwater’ was
provnded ““inaccurate information.”

Democrats; sensing that this: was 5
a Republican.famity feud, have been .
_cautious. Sen: Joseph Biden (D-Del), ;
a .member of the -Intelligence. Com-:«
mitteey:'said -.he - was: cnnvmcedz
“‘there’s no way Casey carrremain in:;
the job,"” but he’il wait to see the evi=i
!dence-before formallyaskmg for” ax

-'resxgnatxon Sen.. Henry Jackson (D- 3
Wash), “after - a- 30-mmute ‘meeting
with Casey, saxd he was “bemg tned
in the press.”.. . I

It will be:i 1romc l£ Inman becomes
‘the.new, CIA. chief — Caseyhad to
'promxse Inman a’fourth’ admiral’s 4

NIy L

- has asked Congress for b -
millions of dollars to shi e

" sey’s fate next week

daily ‘operations- of the C . 's vell |
- known-on Capital Hill, wh ¢+ 2 has
. been a strong advocate 1 ¢
‘up the CIAs talent pool f

neerng ¢
“Xperia
[riaan
a5 of
up the::
CIA’s technical soymo + d covert
activities..r. Vo " LA

Reagan probably will - civte Cas:

enced agents and analys ;.

o -

Bobby Inman ) l

f 1
o 208 BB aﬁﬁfﬁerf 34901R000500270007-0

accept’ the CIA’s No. 2 job. 3y .~"3»
Inman who l;as been running the»3
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The plan reportedly was- first brought to th
i commiitee by Max Hugel, the CIA’s former de
i luty director for operations. Hugel has since
—— : .ngned in the.wake of allegations concerning hi¥"
{-dealings as &.businessman before- being brought:
5 P “into theshighly sensitive intelligence job by CIA:
P Dnrector William J. Casey. Hugel reportedly was!
H 1 ll Panel "“accompanied at the House briefing by a State De-.]
R ) partmentmtelhgenceoﬁ“ cml, HermanJ COhED-ﬂ:j
?rgte : b 2 In those: heanngs, nwsgmngs about the™ plan
e fts CI e * were voiced to Huge} a.rgj ‘Coheny; sources say, But.]
g 2 - Some--committee members: either- did ‘not have:
i:a'ver t" B lg’}ﬂ enough confidence that their-concerns would .be:
AR = pas.sed. along to- Casey and the-president, or felt
o wmdﬁﬁﬁ,‘i, ‘ -sufficientlyzexercised :about- the_matter, -ta. wnte
Members.of the: House Se~. “he president directly, the sourees add. - 7
lect Cammxtteef,.omfntelh—.s ; Undera, variety of - amended *federal statut&s
. gence, in-a move described as - ‘dealing. with _congressional oversight. of planned
“rare” bg: government:*spe-- -U.S. covert: or undercover;y mtelllgence activities;
. . cialists, have-written toPres-: ‘the: president. must fOrst make. a. finding” that
. ident Reagan. objecting-to a: “such sctivities are necessary for-national

Central Intslligence - Agency -
- plan for-a covert action op<3
eration in- Afnw, accordmg“‘
Sources ifi-hoth: the execﬂ
utive-and legislative branches:.
of government. say. that while .|

it is not unusual for commit- 3.

tee members. to occasionally :
voice.conearn-in closed:door
. meetings . with CTA.'officials
over various: covert. actzon
. schemes, it is:-highly unudusl -
for- members: to - put’ theirs
views in writing for the- pm«%
ident; _who: ultimatsly: must
approve or dxsapprove the:™
 actions. Some- sources. said:] ]
. that, in thefour«years: smcecw
" the House committee wag' es-*-
. tablished, they could think'of -]
' noothermsemwhmhmem«a,
bers went so. fars TR >
These sources» wouldl pro-\
‘vide no details: on- -ther CIA'S
_ operation,’its mze o mpor:;,
tance, - except ~that . 1t<~waa»
aimed -at- someplace: in* Afri=
ca. They said, however,. that-
a number of House commif-..
tee” members;” hoth. . Demo—
crats and. Republicans,. wera -
troubled by both' the plan it- }

self, whictrthey félt. wes not
properly - thought:- throughy.

LG A

X Offcmls the build
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‘and then thg director of CIA i3 obliged to inform.
‘the Housé and Senate select: intelligence. commit- |
tees, which were set up-im'the:past four- to-five-
Years: ‘The committees-have'no formal role in- ap-:
proving or disapproving of such actions, but they!
can make concerns lmovm and thus contributa to:

Normaﬂy, utxose concem&do ‘1ot go beyoad thef
hearing. room.. Under.. the_Carter. administration,’
sources said, CIA Director Stansfield Turner fre-:
quently hrxefed the committes personally, so con-
cerns were clearly knowndo him..Thus far in. the«
Reagan administration, sources say Casey has not:
handled these appearances but delegated them|
mostly to Hugel and his predecessor and on oc-]
casion to deputy CIA director Bobby Ray Inman.
In the case of the Africa plan, the members were4
not as surs that their concerns would be properlys
conveyed, the: sources-said.. Sources: say- there hasj
been-no response yet from the Wh.te House to thei
letter from: the House panel merhe

A v it

- Last'vear, Iegmlat;on was passeci that na:rowed‘;
the number-of committees required to bé kept in:
formed" of. sensitive intelligenca operations from:
eight to-the two select committees:.One. sourced
said- that-becduse-of - this-narrowing, mernbers of]
the two remaining committees took their johsq
_even more seriously because, in effect, they’ werei
now responsible to the whole Congmas xf some~1
thing goes wrong. —— T 7 :

Though the Reagan admlmstrahon has made
clear its intention to beef up-U.S. covert action ca—L
pabilities, officials say-this is a-slow. process re—h
quiring both skilled people in. the field and more

the former pmzdent chzmged his mind about.the
Russians, and will: continue: increesing under they
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with Casey's No. 2 ‘man,.Admiral .

Bobbie Ray lnman-_:Though' originally backed for
_the No. 2 spot by no-nonsense security types op
the Hill, many ‘of these same hardliners are now

the ClA imposed by the. Carter Executiqe'Order. !
“Changes.are critical if the-agency is to__perfom_w :
well,” says one knowledgeable intelligence source,
“but Inman is opposed to all but cosmetic altera-
“tions.” AT s e :;:*.-« iRt s 5
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NEWS 'WORLD STAFF

The controversy surrounding
CIA Director William Casey inten-
sified yesterday whenanotherofhis
high-level appointees became the
objectof critical questioning.

On July 7, the administration
announced that Henry S. Rowenhad
been chosen to head the National
Intelligence Council — a group
responsible for preparing national
intelligence estimates for the CIA.

. Rowen resigned under pressure as
presidentof the Rand Corp.in 1971,
reportediy because he collaborated
with Daniel Ellsberg in the release
of the “Pentagon Papers.”

Casey yesterday refused to com-
ment about the selection of Rowen
and a spokeswoman told The News
World that Casey was “unwilling to
make any statements about why he
appointed him to that position.”

Admiral Bobby R. Inman, CIA
deputy director, also declined com-
ment.

“Lax about security’

“Ithink that the biggest worry is
that here is aman who is pretty lax
about security — sufficiently-lax
that he lost his job at Rand,” said
retired Lt. Gen, Daniel O. Graham,
former "director ¢f the Defense
IntelhgenceAgnncy,

' “Asthebossoutt‘wre atRand he
was ultimately responsible for the
safeguarding of classified papers,’
Graham said in a telephone inter-
view from his office at the
American Security Council in

Washington. -

“I do recall that he testtf:ed essen-
tially for Ellsbergat the trial. That's
avery strangebackground fora guy

'

‘
1

!
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William J. Casey !

4+

to uat the j:ob that he's getting”

Last week Max Hugel, Casey’s -

deputy in charge of CIA's covert
operation section, resigned as a
resultof\vhathecalled“unfounded,
unproven, and untrue” allegations
in a Washington Poat article that he
had enoaged in “improper” stock
market practicesin the 1970s.
Intelligence sources said Hugel |
was the victim of either a personal
vendetta from his two former busi-
ness associates (one of whom —

Samuel McNell — isreported miss-,

ing) or of “dn inside hatchet JOb at
the company” -
Although President Reagan has

defended Casey, some intelligence |
specialistsaremorealarmed by the -

CIA director's appointment of
Rowen than by the apparent short-

comings of the background investi-’

gation that preceded Hugelfs
appointment.

A White House spokesman
declined comment on Rowen's

} selection, saying only that Casey
[-was respo nsible for the ;1o his staff who were antimilitai v.

S
]

i

appointment and that “there is no
change in this administration’s sup-
port of Casey”

IRY, LHICHE dddidtarit dul :l_cll)‘ Ul
defense for international secu ity
affairs,and twoof his top assista ts,
Leslie Gelb and Morton Halperi 1.
Halperin is now director of the
Center for National Security Siud-
ieswhichwasfoundedin 1974 by the
radical left-wing think tank, the
Institute for Policy Studies.

The CNSS publishes the Covert -

Action Information Bulletin which
exposes the activities of Ameri. an
intelligence agencies and special-
izesinidentifyingagents by nai e.

Warnke headed the Arms Con-
trol and Disarmament Ageacy
under the Carter administrat on.
Both he and Gelb, now a New York
Times reporter, are known as a«'vo-
cates of a weakened U.S. stratccic

-and military posture.

“Foralong time, Rand was t:.rn-

_ing out papers on strategy and mili-

| tary matters in support of poli-ies

A thatare from our point of view ail-

ures 'Gen. Graham said.

his mind, and according to som= of
his statements about the unculy
optimistic estimates by the CI» he
may-have changed his stripes, 'hat
worries mea little bit,"headdec .

: sherg in Rand’s economic divi-ion
as early as 1939, criticized his
friend’s disclosure of the Pentsgzon
Papers. Nevertheless his resiona-
tion from Rand jn 1971 apparetly
resulted from a breakdown in t -ust
between Rowen. and the Dejpart-
ment of Defense.
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Daniel }:.llsberg, resigned his posi-

-

i

““Unless Mr. Rowen has charaged.

Rowen, who had worked with Eil-

Pentagon officials reportwdly'é
feared thathewasattracting people -
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Credentials for the ClaA™ |

The Senate Intelligence Committee is in-l
vestigating the past tinancial dealings of CIA
irector William J. Casey. The White House|

- Says the President retains “full confindence’
in Mr. Casey, but White House aides indicate
that this “ful] confidence’” could diminish if
the investigation turns u'p anything serious or
unpleasant, ek
Thus, Mr. Casey’s tenure at CIA depends;

in part on whether there is anything more
than is already known about his role in the
bromotion of business stock issues which
broved to be less sound than the advertising

implied, .

But even if M. Casey himself ' comes
through the Senate committee investigation
Lnscathed, two questions have emerged-out of
recent évents at the CIA which could and per-
haps should weigh more heavily than Mpr.
Casey’'s financial record. .

The first question is about Mr. Casey’s own
judgment, . T
He insisted on picking as his deputy in
charge of CIA ““operations” a personal politi-
cal associate who had no €xperience in intelli-
gence work, Max Hugel. The selection was
strongly opposed within the professional intel-!
igence community and in the White House|
scaff. Mr. Casey was allowed to have his way
because he had managed the President’s po-
liticatl campaign brilliantly and successfully.
i is difficult for any president to say no to his;
Successtul campaign manager. =~
Events since the selection have justified
the doubts which had been raised. CIA insid-
€rs say that the Hugel performance in charge
of the secret and clandestine side of. the CIA
has been a professional disaster. They say his
ignorance of the- 5py business. has alarmed
friendly and allied intelligence agencies, thus
reducing the normal flow of- information to
1e United States from the resources of other
countries. They say that the professionals un-
der him have been demoralized by his igno-
rance of the business, .. ~ . -
The above has come out in the wake of the
resignation of Mr. Hugel, brought by newspa-
per exposure of questionable business deal-
ings. The White House is claiming credit for
having allowed Mr., Hugel to resign on the‘_l
sixth day after. the expgsure. Intelligence
professionals say he should have been fired at
once.... ... Wl ¥, T e
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So Mr. Hugel is gone from, a job for which,
he was obviously not suited. He has been re-
placed by .a 48-year-old CIA veteran, John H.
Stein. Mr. Stein was the person. the pro-
fessionals in the operations directorate of CI4A
had wanted.in the first place..Morale is re-

" ported enormously improved since Mr. Stein

‘replaced Mr. Hugel. A question mark is left
hanging -over Mr. Casey’s ability to'select
subordinates.” N Lo

More impaortantly, thera.is a question left

- over whether a politician should ever have
been put in charge of the CIA. . :

Historically, American political campaign
niéfagers were sent to run the Post Office De—F
partment. The classic. case was James A.
Farley, one of the greatest of them all, who
incidentally-was an excellent posimaster gen-
eral — until he broke with Franklin Dejano
Roosevelt gver the third-term issue and re-
tired from Bovernment: .

There is one argument for putting a politi-
cian in that most sensitive of roles in govern-
ment in Washingtqn. A man with Mr. Casey’s
record as a successful politician has easy ac-
cess to the White House. He can take CIA ma-
terial there and get quicker and more careful :
consideration for it than could a professional
intelligence officer  without political |
credentials. i} .

The purpose of having a Central Intelli-
gence Agency is to provide the president with
the best and most objective information and
appraisal possible for his foreign policy deci-,
sions. Politics will enter inta those decisions ;
at the White House, of course..But there is no !

,reason for a CIA to exist unless it can come up !

. With sound nonpolitical material — ang get it|

to the president. LT

It the man who runs the CIA is himself po-;

litical.and is thinking about what is good for!

‘the president on the domestic politicat stage]

"the president is not certain to get pure and

unadulterated intelligence material. His for-|

‘eign _policy decisions may be unduly infly-

.enced by politics. o ' ’

" Anexperience of Mr.
Adm, Stansfield Turner,

Casey’s pre&ecessor,f
lustrates the point

STATINTL

When the Shah of Iran was toppled fro
throne, the US 1ost  monitoring syste;
Iran’s northern boriter. Did that loss re
dangerously US ability tp monitor Sovie
Sérvance of lirnits on their numbers and t
of strategic nuclvearweapons?;_\.: e dy T
Admiral Turper was put under.pres
from the White House ta tell the Congress
he had alternate and just as good sources
Trefused until he was sure it was a fact,.
have just tearneq recntly that he got the
-hese to let him put UD 1ew monitoring stat
in China on the Sovict frontier). His orig
refusal angered some of the political figt
at the White House wio declared that the
miral would certainkr not be reappointe
Mr. Carterhad a Second term as President
The admiral stood his ground under s
pressure. Would 3 politician stand his grot
asfirmly under similar pressure? ... .
In theory the ideal C1a director wouid
both an incorruptibi.s professional inte
gence officer and a petitictan. Such men ;
tew and far between. 1f a choice has to
made it should be gn the side of the incorru
ible professional. . e e
Guessing in the in tetligence community
the wake of the Hugel uffair is that the Wh
House will find a more suitable outlet for j;
Casey’s political skills .ind let the CIA be n
by its present deputy director, Adm. Bobby
Inman, who has the enthusiastice support
the entire intelliger.ce community
Washington, H = !

007-0
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‘froman F.B.E background check of Mr.:

‘Moynihan, the committee’s ranking mi-

_ Repubhcan oiAnzon’éa :

‘Moynthan: said:s” “We've called :the
‘White House and we've called the White

.| later denied a cover-up and said Senator

o “For the" past twodays we have been

Approved For Release 2001/03/07 : CIA-RDP91-00901R0

Ay
nd

ICLE APPEARED

PAGE_pfp =

v

O

|

XN

B .,.oymhan Ask

£ ‘1,». ~ o
N

By TERENCE H.SMITH
Spedalwmwewym'nm .

\/ASHINGTON July 21.— Senatcrr
Daniel Patrick Moyniban charged today
t 14t the White House and the Justice De-

rartment had ignored the S aenate Intelli--
ence Committee’s repeated’ Tequests
For confidential files relating to the busi--
niess dealings of the Director of Central'

¢ ntelh genw WnlhamrJ Caaey

" urgently trying to find out whether the
Director of the C.I‘A has been involved
inillegal acuvmes that would make him
uniit to hold his office;”” the New-Yoark
Demccrat shouted, waving his‘arms for

emphasis- at. a- lleargrxg by- the: Intelh-

-v

The panel is- examlmng whether Mr.
Casey was. involved. .in questionable.
1 stock market pracmcas in the late 1560's.,
' Today it sent.a letter te the White House:
and the Justice Department asking for
all material andj.relevant documents

Cabey The letterfwas signed by Mr."

nority. member,. and the committee
chairman, . Senators Barry Goldwater

oot
] .\;‘-_ e

But at thissmorming's heanng,. Mr

House and we've called the Wt
House. I've called the Attorney General
and ke doesn’t answer. Maybe he does-

n't know who I am, or maybe he doesn’t
know what goes on up here or think that
it matters.4. .‘V‘m‘ -’!m ..Luz,u{.

*“Well, it does matter and if t.he:ra.re
going to cover up, they are going to lose
themselves a Director of the CL i\,{,’, !
Mr. Moymhan sard hxs face ﬂushed e

oy

A Justice’ Department spokaman

@' 'T“-q‘;’

Moynihan's assertion that the Depart-
ment was not cooperating with the:i m—
vestigation was *‘just blatantly wrong.”
And at the White House, Fred F. Field-
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s Faster Acmon on Casey il 931«

- mg, the counsel, said that the committee|

r would be given access to the background,

materials on Mr. Casey tomorrow.

An examination of Senate records and i
court:records in New York shows that))

Mr. Casey did not disclose on_ formsi

.completed for the Senate Intelligence;

Committee in January that he was a de-
fendant in two related lawsuits that in-
volved the sale of a mutual fund, Fund
of America. Mr. Casey was a director of
_the: fund from 1959 to 1971. Both suits|-

. wgresetﬂedoutofcmrtm 1979

“'The Senate disclosure form completed
last January by Mr. Caséy as part of his
confirmation process called for him to
list:{‘any legal actions in the last-five .
years in which you have been a plaintiff, !

defendent or witness.” On that form, he |

did disclose his-involvement in several
othercases still pendmg or setﬂed inthe
4ast§veyears ‘

s 7 o FERE R

I.asut? wleek, after the mngpanon of
Mr Casey’s top deputy, Max C. Hugel,
__it'was disclosed that a Federal District,

“Court ruling had named Mr. Casey as

one “whe had “omitted and:misrepre-
santed facts” toinvestors in Multiponics
: Inc’a firm in which he was a principal.

On Frvday the Senate Intelligence Com-
mittee announced it would conduct a

staff investigation of the- matter to | !

determine whether Mr. Casey should re-
s1g,n fromtheC.LA. .-

T0n Fnday afternoon, Mr Moymhan
said, the staff began phoning the White
House and the Justice Department to
aobtaina report of the Federal Bureau of

Investigation’s background check of}

Mr. Casey, as well as other relevant

documents. +*‘They d.d:n’t answer ourt
: calls,”theSenatorsaxd

’ Theformal letterfromthecomnuttee
was delivered to the White House and|-
. Justice - Department this.--moming: |
‘Karna Small,.a White House spokes-
_man,;" said” the-letter was redeived at

11:40:A.M:; -about an hours! after Mr.r
: Moymhzmspokeat the hearing. - !
{ ' .THomas ‘P. Cair, a Justice Depart—
. ment spokesrman, said that_the- first

" written request from the Intelligence
Committee had been received by the de-
:partment this morning:.-*‘There’s nc
“ question but that we intend to cooperate
fully,” he said.““We have no mtentmn ot
covermg up anything.”

.,.,-

Senator Goldwater, who last- week

- said he thought Mr. Casey should resigp; .
but later said he had changed his mind;

. reportediy has been telling colleagues in

‘private that he believes it would be best
for Mr. Casey to step down. Speaking
with reporters today, however, he said
that he believed that Mr. Casey *‘will re-
main unless-we find further allegations

SEENO367 CRRBEITD

Mr. Goldwater said the committee
-.was, Jooking into both *“published and

: unpublished’” allegations but declir edto

say what unpublished charges we 2 in- .
i volved. i !
i Lawsults Filed in New York

{  The two lawsuits naming Mr. ( asey
i as a defendant were filed by two .epa-
rate Fund of America shareholders in
1971 in Federal court in Brooklyr and
New York. The suits, which were con-;
solidated in 1973 and settled out of ourt
in 1979, according to court records alsc
‘ named more than a dozen other incivid- -
uals and compam&e associated vnt‘x the,
fund:%oe e EEY

-Mr. Casey’s involvement in the « ases |
was minimal. In the New York ca e he;
was ‘never officially served witt the
original complaint, though ke was offi-
cially notified in the Brooklyn suit Mr.
Casey never testified in the case ncr did
he make any contribution to the n:one-
- tary settlernent completedin1979. -,
. The Fund of America and varion.s af-
filiates were sold"in 1569 by Bernard
Cornfeld’s Investors Overseas Ser /ices
to--Equity - Funding - Corportatio 1 of
America, a financial conglomerate that
subseqtiently . collapsed . aftec inv ilve- |
ment in one of the natlon s laroest fnan-
cial scandals. . o

After the sale of the mun.al furxd: ’\,L 2
L Casey and others were chosen by Equity

Funding officials to become directors of
: the fund.. The lawsuits charged that
' there had been violations of the Inest-
ment Company Act of 1940, arisin; out
of *‘Kickback arrangements” and cther
' improper payments in the 1969 sale that
deprived Fund of America stockhollers.

_The lawsuits said the fund’s ne'v di-
rectors, including Mr. Casey, should
havesued torecover the payments. - - -
- At today's- Intelligence Comir ittee
hearing, several of the nation’s intelli.
gence - chiefs, --including - Mr... Casey’s
} deputy, Adm. Bobby Ray.Inman ap-’
pealed to Congress to exempt the C 1A,
-from the Freedom of Information Acton’
the grounds that it risked madve’tent
d:sclosureof nat.lonal secreto :

L o
Adrmral Inman said that the hfe Jf an
agent had been endarigered in one case
and that in dther instances confidential
material supplied’ by-foreign govern-
ments had been disclosed.. The exemp--
tion was opposed by historians and by
-| spokesmen for the American Newspa-
‘per Pulishers Association and fo: the.
“Sigma Delta Chi, the Society of Profes-
.sional J ouma.lists.-'mey contended that
the mtelhgence agencies have suffi-ient
‘protection against madvertent dxsclo-
sureunderthe ex:sting law

"'x’;_,-i ,'
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: ence chiefs says rets h vei
“been madvenently dlsclosed.

_ In testimony yesterdathlA Deputy
" Director-Bobby Inman said. “there
- have ‘been- mistakes” in: which the
*CIA inadvertently released informa-
“tion.-“that was of enormous.concern”
in its responses to inquiries filed
under the Freedom of.Information
-Act.'Inman.and the directars of. the
National” Security Agency..and-the
Defense. Intelligence Agency urged
the committee to exempt their agen-
cies from the act. Robert Lewis of the
Society. of Professional, Journalists,
testifying: m~opposmon to their re-
«juest,,pointed out that no court has
yet required intelligence agenciesto | -
-release., information - classified- as
secret. “The act is an annoyance: to:
the CIA, but pubhc servants often

said.

| Approved For Release 2001/03/07 : CIA-RDP91-00901R000500270007-0
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_-complets exemption from the law. <3 .
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@M Aﬂadss Freedom of Enzfarmahan Low |

—/it Senale Hearmg, Asks to Be Exempted

* By Ceorge Lardner Jr.n 2
Wmmlngwn Post Stall Writer - :
""Rankm\; pfficials of the CIA and -
other U.S. intelligence agencies as-
_ satled the. Freedom of Informatxon
Ac\t‘xeeberdayas “incompatibls” with °
. theix work and asked Congress for x,

.. CTA. deputy director Bobby. Ray -
Inman, who led the parade hefore .

... the: Senate- umllngencmcommxttee,

ey

sazd tha ageacies had asked. for. less. -

" cause .they:-had , not: besnyable.to

. drum tip sufficient support for wha‘

" they. teally wantad.

. “It"isn’t a case of trvmgv to- hxde:

““wasta, fraud, abuse and mismanage- -
mgnt,* Toman insisted, “but of trying
to. protect sources and methods.”

.- Other witnesses at the hearing,-

.1St0pped”‘ sl )
Inman sugg%ted that the Senate“"
“and House intelligence committees-

“from the Americsn. le beertxes
Union, the American Newspaper
Publishers Association, the Ameri-

* Society of Professional Journalists,

expressed their strong opposxtxon to
the broad-gauged request.” .

,»a

could serve as adequate- surrogates
- for the public in making sure the in-

erly; but Goldwater expressed his

“distaste even for that. “I don’t even

) hke to have an intelligence overswht

" it’s any of our business.”
-can Historical Association and. the ..
“a bill offered by Sen. Johit H. Chafee -

.rector of central intelligence to des— |
~~ But committee Chairman Barry -
Goldwater (R- Anz.) was
~ sympsthetic. “We have made our- -
-gelves the most public secret intel- .
“ligence service in the-world,” Gold~ -
. sweepmg relief. ix the pa.shonly be-.: v'water+ declared. “That has tu be

_ignats most intelligence ngency files
clearly .

‘under the Privacy Act. -

g arned that the' step would be “es-
pecially disturbing” in light of recent..:

RN S

committee,” he said. ,“I Jon't think
The hearing dealt.primarily with .
(R-R.I). that- would pernait the di--|

as beyond the-reach of FOIA. Cit-- |
izens and resident aliens could still %]
geek records “concerning - hemselves

A = spokesman + for - z‘;e ANPA

events at CIA, mcludmg the down-' 1

- grading of the public information of-
: fice,? the cessation "of bHackground.
telligence community behaves prop- -

|
briefings for- g,oumahsts gt the re- E
cent allegations of improrer bu«nness i

dea]mgs by top CIA offic-als.

-
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The views of Inman, Faurar and

inform ﬁwn Am: Spy Chiels Sﬁy e et e e

Publisners Assn. and for the iociety

WASHINGTON (B Omcxals of  the- Defense Intnllx"ence Agency, %fef;%fgfb‘?nal .{gurnah~“ Sigma
the major American intelligence - testified in support of legislation to < e \
agencies testitied before a Senate - exempl:their agencies: from some'f“ thattjizeggsess Oxﬁfw‘;azgﬁ’f 3?333
panel Tresday that- classified se-.. prowsxonsoft'w 19061aw,_ S - oSt siicate

crets have been inadvertently dis- - “The KGB (the- Soviet: intet-- . :;‘;aoi%ti dfm;n 3332“2::& in zll.e‘ail:
Tlosed in their responses'to Free-. fhffence agency) can ask (for 1mor-£ “ elassified data(" RobertYLg e of
dor of Informalion-Actinquiries. - - matxon) and -if: wesdont. comply, i s

Sigma Delta Chisaid.oy 7207
Lems pointed out:that no: cuu;t

Central Intell g»nc&A ency‘De-> + they can. also-appeak and take-us to
puty Director Babby. Ray- Inman . .-court underthe law,” Inman said.. -
said “there have been mistakes” in ... Asked. whether: the. agenme»
vhich the CIA released information . . would have to rescond to an infor=
“tnat was of enortnous concern.” . mation ‘request by Soviet Presxdent

-In one case, Inman told the Sen- . LeomdL Brezhnev, Inman nodded.
ate-Intelligence Conmnittee, the life. .
of arr intelligence qource waa en--—~-Ariz.), chairman at the commniittee,’

_dangered. In other cases, confiden-- :iasked whether “a recognized ene
“tial material supplied. by “foreigr_ mycountry COde make _yumlar de-
govermrent::wudxsrlosed hesaid.

Inman, along.. with Lt Gen’ Lin-
.coln D. Faurer, director of the Na-
tional Sectmty Agency, and Maj..
Gen. R!cnard}{ Larkirm, threctm- of~ - v.'nh: t.hat country—thar.s -true?” - accountability annoying.’” he saudil -

‘2 as secret. He said disclosure of se-

-spired leaks, not inquiries un lerthe
~Freedomof Informatic Act. Ly

sure:;of’.the: new. radar-risistant

-ing last year’s election campegn.g

_u
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,has yetrequired intellizenc:- agen-:
i 'cies to release informatiorelssilied |

eret information- is mostiofien the
. Sen. .Barry M. Goldwater (R- result of-deliberate,. politic: Uy in-
. As an.example, he-cited ¢sclb—- .
f‘."_Stealth‘-’:bbmber‘i,technol'o;r j{-dm'- ;

= L : The act is an-aunoyance to- uhe'
Even thcuah we rmoht be atwar CIA but public servants oft 1 find .

|
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I (1A Chief Cas asey to Face Senate Inqwryﬁ

@n Multzpomcs Role, Aﬁemy Pmcedwes

- BJ w PIALL STRERT JOUR"]AL Staff Reporter ..
. WASHINGTON .- Central : Intelligence
Agencyr Director William<Casey - this week
faces a.double-pronged-inquiry from an un-
happy Senate Intelligence Coramittee... . -,z

The - committee’s staff'ihas “been: .in- }

structed to examine in-more detail-Mr..Cas~
ey's . involvernent ‘in.- Multiponics*-Inc.! a
failed- agricultural concern of which he was:
a director. Last week, it was disclosed that
a federal-judge hadvruled that Mr. Casey

misled investors- m -a:securities offenng cir-
cular. ... Lt AP O WA
In additon, the staff will s dy the L,IA'
security procedures to see why they didn’t
uncover allegations of.improper.business ac-
tivity: by:Mex Hugel, > the: man :Mr.: Casey
‘chose to be director of the CIA's spy opera-
tions. Mr. Hugel resigned. last week after he
was-accused by past business associates of.
improper ‘and: possmly illegal: secuntles ac-
tivitles In 1974 5 Ew Ml e ey
The twin scandals ‘have- created wide-

Casey's performance, Members of the influ-
ential Senate Intelligence Committee are
particularly upset because they weren't in-
formed in advance that the scandals were
brewing, aides said. .or c-upr s oeae

“The thing that concemed them was tha

ken down,'*one staft.aide said. “The com-
mittee: was., taken by- surprxse-- They dont
like that.’t., » XA T D

and other officers of the company knowingly:} -

spread unhappiness on Capitol Hill with Mr.’

the consultative process seems to have bro-|.

The commiitee members regxstered their
unhappiness ‘‘rather clearly” in a meeting
Friday with CIA Deputy Director Bobby In-
man, staff members. said. The meeting had
been scheduled before the scandals arose.:

- Senators on the.Intelligence Comrmttee
want.the staff to-report:its findings. early
next” week.: Committee members want ‘to.

-*‘clear the air™ quickly, one congressional

source-sajid: *'I:think-if the -committee: is
avreed on anything, it’s on that,”> he added. .

-~Mr, Casey rrught have to appear, person-
ally:to convince the-committee. that there
won't be further embarrassing details of his

business-dealings, this source said.. Other-}

wise, he added, sorne lawmakers could be-
gm pushing for Mr..Casey to step-aside. j..s,~

:Even: before -last. week’s developments,
some lawrmaXers had been unhappy with Mr.
Casey because of his insistence on appéint-.
ing . Mr. Hugel to.a sensitive- CI4 job..Mr.
Hugel, a Reagan campaign supporter, didn't
have any previous intelligence experience..

On Friday; the White House again reiter-
ated President Reagan’s support for Mr.
Casey. The President '‘is very firm’" in ex-
pressing his confidence in him, said White
House Director of. Communications David
Gergen. He added:. I think there is a con-
cern that thxs not be blown out of propor—

tion RN
. -Sen. Ban'y Goldwater (R. Anz) the

comumittee’s chairman, also said that Mr.

Casey should ‘stay in ofﬁcer "unless we h d

iy __fhrther allegatmns A LRE

P v St
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~©of covert operations since the agency

BY JOSEPH YOLZ - - !
' ]

NCE AGAIN, it may be time for !
a broom at the top of the |
x&¥ Central Intelligence Agency. |
The often-embattled spy corps has|
nad its worst week since a Senate panel
revealed six years ago that the agency
planned to kill Cuban President Fidel
Castro and other world leaders. .= .-
But the problem now is not. what;
CYA Director Willlam Casey-has don
since becoming top spy last January,
but what he and his recently dispatch-|
ed covert operations chlef, Max Hugel,
were doing in the business world.
fors they jolned the agency. -
Once again, the ethics of the na-
tion’s top sples is under scrutiny. =
Ingel was fovced to quit when The
Washington Post-—not the CIA’s Office.

0% Seecurity—uncovered a tangled tale
of allexged stock manipulation in the
rid-1970s designed to boost the worth
of his company, Brother International
Corp. - :
But hardly bad Hugel,” a- brash
amateur and the most unpopular head

was formed in 1847, been pushed out
the door before Casey’'s own business
dealings came into question. A now-
defunct farming venture, Multiponics
Inc, in which he Invested, has been the
subject of a civil suit for years.

So far, President Reagan says he
has “full confidence” in the brusque
Casey who waa his campaign chief last
yvear. ’ T

But Casey does not have the “full
contidence” of his clandestine opera-/
tives. The undercover crowd, expected
to be more and more actlve in such‘

Frank Carlucc'i, the former deputy who
is now deputy;defense secretary. -

LR L T S

WD

flashpoints as Afghanistan, £l Salva.
dor and Guatamala, is appalled that
Casey pleked an amateur, Hugel, to run
tiie sznsitive covert division.

Casey, in his first months as dire-
ctor, has tried to shut down tha CIA
‘bublic affairs office and make the
.adency exempt from the Freedom of
Information Act, to the anger of civil
libertarians who argue that such secre-
¢y got the CIA in trouble before andg
could prevent fuiture Hugels from
being rooted out.-- : N

Sen. Danlel P. Moynihan (D-M.Y.),
comiuittee viee chairman, wants a full
report on how the papers could fingd
out things about Hugel that eluded the
CIA’s probers. ) -

The betting here is that, regardless-
of President Reagan’'s -“full -confi-
dence,” Casey will be out by yearsend,

A-RDP91-00901R0005002

o be replaced by a professional who
" mgmm%mma

2 s oo oo N ‘I

Tho CIA's Casey: Too high & profile |
keeps a low profile and does not panic |
k, panic

in crisis—someone like Admiral Bobby.
R. Inman, deputy- CIA director, or!

:
1

Joseph Volz covers mational affairs
Jrom The News’ Washington burea.

!
T
i
i
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Probe of CIA Chief

'By Henry S. Bradsher

Washinglon Star Stefl W
S e DR

#2The Senate Select Commities on |
Antelligence decided yesterday to in-
quire jnto CIA Director William-J.
Casey's tangled business affairs, and
".the commitiee’s legal staff then held
-a preliminary meeting Wit CIA la;
yers,. - e T, ‘: m :
<% Both the White House and several
Senate leaders: publicly voiced sup-~
port fcr Casey to continue to.run the |
intelligence agency. Privately, how-
ever, some congressional leaders:;
suggested that it:was becoming in--
creasingly likely-that Casey. would
have to be replaced by his personal
friend, President Reaganw R

.- The inguiry on him merged inio
one that the commirtee already had

started on the way Casey put his po-

litical aide; Max Hugel, into the job
“of CIA spymastér without normal se-
curity checks. Hugel was -quickly
:pushed outof the job Tuesday by the:
White House after the disclosure of
questionable business practices. .

_the. CIA
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A
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ommittee sources”

[l

lawyers-had: -promised  access -to’
‘whatever data was required for the -
Inquiry on Casey. A preliminary re-
port on both Casey and Hugel was*
expected by the committes before its
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1 . The Senate comiiitze helditsreg:
ular  weekly meeting | yesterday.

-morning with ‘11 senators present,’
Casey’s deputy’ director, Admiral ;
Bobby' R. Inman, reported as pre-
viously scheduled on CIA work in |
the first six months of the new ad-.

N
-+ After that closed session, the sen:
sators excluded eyprt gheir key staff-

rmembers andifalked about Casey's

vand  Hugel's. personal . problems. -
iThen- committee: cizairmqn Barry '
: Goldwatgr, R-Arjz.; went- out ‘and

the -security’cleara

‘Situatjon, »'iig A
w3’ The committee's 1o
heen in:;_zructe'd‘t,q.chec"ggj“wha:evei"
-Imatters might be hanging” about
Casey, qudwatezj‘s_'aidl’?l;isiricltidac]",
-Bot only business affairs. bitt also
-Casey's “possible“role” 1n. placing”
-Hugelin the spymaster’s job withoutr
«the normally lengthy and careful sed
Lcurity checks. 1 % -7 h wlgh ot
" 8peaking toreporters aboit Casey,:
Goldwater-said that, “as°a directoy,:
:he's doné a commendable job excepty
for picking a man with no back.’
;ground” to head the clandestine ser--
;vices, When agked if Casey should re- |
main’, as. CIA director; Goldwater |
:‘.replied,'.*‘ch,'l think he should” +*
v+ Senate majority leader Howard H.'
‘Baker Jr. told reporters that *] know
i of na reason at thiy time Tor Casey’™
Lloresignits Do ey e

* "A number.of s

vt ML LT H R EA T SOV,
.01 senators expressed

) =IN35 10 me about the Casey
¢ stories that have'appeared and the,

. Hugel stories,” Baker said, *and I ex;4

‘sources’ could ‘say ‘what lights the:
:agency could.shed on Casey’s.per-
“sonal “business ventures ‘that -oc-
ccurred before he became directo
Nor was 1t clear wherher his owp’
lawyers'would become involved.",

1.
i

oS v : R made-to ap-|
X Caseyspwn la}YYe!’ShraVCbeelnde;ii’-r»ear-,-that- odermines m “'édrfg:’:i
fending him against charges that hedcgence Vo VAR o e e At
*knowingly “misled ‘potential inves. "jy oo 0w B BAG Gl
-tors in a 1968 farm bysiness venture.d:y Despite these public show of con.:

“and also drove the
{and deeper into debt for his persanal’
benefit.’ Despite --legal, :judgments
“against him, -his lawyers_have!de. §’
nied the charges. - - Lodreidyd
{4 Casey. was: Reagan's.:campaign }
-manager last year; and Huge] was an:
“essistant. Reagan named Casey to the:
* CIA post. Hugel went along as g petss
*sonal aide and later.became deputy

-directqr for operatlons, in charge of
‘the agency's very.sensitive clandes-

ttine work: i s 0 4

'
)
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<'pect’ that untj

s tthat Casey

, 4% fiderice g
company‘deeper 1 o ot HEFE Was a

<

‘however, that th

tl those are- resolved.
‘will'continue to.be in a
‘degree of trayble but not troubla in,
'thesense of his continuing tosetyg.2

) sey and will con- |

il support Bill Ca n-
“tinue to do'so," Baker added.: "uatily
or unless Something is

growing feelings

on Capito} ‘Hill that thesmonnting

Fproblems for Casey could lead to'his”

departure.Some Hill sources-noted,.

ere was a difference’

¢.atecomnittee’sin
;-ed that Redgan

nejuquiry on'.
nce of Hugel

/Yvould be broadened tocover Casey's -
' : I )

Sal staff” hads

STATINTL

‘between the W
‘out Hugel, wh
know, wh

friend.

rJ
pbergen said the president's off.
Stwill fully epoperate” with the S
1quiry. Gergen ac
s very firm in }

views” of support for Causey.” -
ceTem e ooty T ¢

In'recent day§ Whit
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‘Casey in New York and New Orlean
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Goldwater

"By George Lardner Jr.

Washington Post Sialt Writer -

ben Barry Goldwater (R- Ariz.),
aL(Ude the. press. yesterday of mak-:

ing “a mountain out of a molehill” ati

the CIA, and .said. he saw no reason:
for Director William J. Casey to re-:
sign “unless we ﬁnd further allega-’
tions.”
" 'The Senate Intelhgence Commlto
tee, of which Goldwater is chairman,)
formally instructed its-staff to begm
2 series- of raeetings- with CIA law-
yars to review allegamons of financial’
nisconduct by Casey.and an alleged:
case of attempted “blackmail” in-
volving his former chief of covert op-l
.ecations, Max Hugebln™ ™y " 0%
Coramittee investigators. also plan
o inspect the records- of the back-
‘ground investigation the ¥FBI con-
- ducted before Ronald Reagan nom-
. imated Casey as CIA"du'e(,tor last
- December.

Presidential press,-‘ spokesmzm
David Gergen said the White House:
would cooperate cowmpletely in the.
wqulry He added that the president
has “full confidence” in Casey. .
Similarly, Goldwater said he did.
not think Casey should resign, and’
added that *I don’t--think there’s
enough proof to call for resignation.”
“With all due respect to you fellas,
you made a mountain out of a mole~:
hill,” Goldwater told reporters after-
the two-hour committee session.:
“Now wait until-the=hill:'gets - big; |
wait till the bugs start crawling out.’
Then you'll have somethmg, or you
may not.” iy
Instead of vettmmbxgger he sug-
gested, “it may go -right mto the
gr()und’ e e A
Questions concemmg Casey’s
tenure as CIA director - arose this
week when Hugel resigned as deputy-

_accusations ‘o

director for operations, one:of the

THE WASHINGTON POST
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agency’s most sensmve posts, hours
after The Washmgton Post disclosed
‘improper or iilegal
‘stock- tradmo*, ractxces on Hugel's
part in the early 197Cs. - -
"~ Hugel contended tha*t the two for-.
mer Wall Street stockbrokers+who
leveled the charges had attempted to
blackmail him. several times. durmg
Jtheir~ acrimonious - relationship. ‘He
denied any wrongdoing, but quit the
agency Tuesday morninv saying he:
said he felt he could no lonaer be et-&
fective. '

CIA general counsel Stanley Spor--
kin and other agency officials -met
with Senate coramittee staff directory
Johu Blake and his aides on Capitol ]
Hill later in the day to beom the re~4
‘ l"\\v Ve ES " |.':- B

As far as Hugel is concemed one’
source said, the committee pnmanly
wants to know “how it’s possible that.
somebody who claims he was being
blackmailed " got " past the security
people” =~ 3

Goldwater 3aid he chought at first
that tie CIA"would be badly dam-
aged by the week's events, but has
since changed his mind.

" “In fact, I think they’re so happy
out there to have gotten rid of Mr.
Hugel “and’ gotten the new man

-[John Stem} in his place...that it's’

pretty well overshadowed everythmv
relse,” Goldwater said. “I think every-.
ithing’s going good at the : agency.”
Surtacmcr in the aftermath of the’
controversy were several court rul-:

“ings critical of Casey’s connections

with. a"now-defunct farming - firm,
Multiponics Inc. It has been the sub-
ject of htwatxon in New York and
New Orleans.

Goldwater sald he felt Casey had

done “a commendable job” at the |

CIA except in his selection of Hugel,:
a Reagan campaign colleague whom .

- Casey “had’ insisted on appomtmg to
“head the clandéstine service desplte .

Backs CIA (i
‘Mountain Out of a M

did not regard Hugel as : security

the failure of the CIA’s security in-:

Hugel’s lacjc of mte\hvence expen-
_ence., P -\x i S, =48 "‘)l "—\.—""n

STATINTL

Goldwater said, however, that he

risk despite his failure to teil CIA in-
“vestigators about his once-volatile
rﬂlatlonsh\ps on Wall Stree-.

Hugel “wanted to serve his coun-
try and was justra little careless in
-telling the “whole® truth about his
backvround Goldwater sa d. '

Several Democratic members of
the Senate Intelligence Committee,’
by contrast, have voiced chagrin over

vestigators to raise any Yquestion 4
marks about’ Hugel’s businvss career.

They have also expressed dissatis-
faction with Casey’s discliimer. of

responsibility for - misleading pmen-r
“tial Multiponics investors.

Committee member Jseph R
Biden (D-Del)..said through a
spokesman- that “unless Casey and
the admmxstratlon ‘come  forward
‘quickly with “a plausible and legal
explanatxon of the matiors under
review, “then Mr. Casey should be
~asked to do what is best for the

agency and. the countn and steo

aside.”

The review concemmﬂ Casey ap~‘_
parently will concentraie on the
Multiponics ligitation in New Or-
leans. Casey had informzd the In-]
telligence - Committee ~of the New:
York suit at thé.time- of his confir~

. mation - hearings, ‘but  Goldwater

noted yesterday - that. h2 had not

. been aware of the Louisina case.

There was little indica-ion yester-|
day,. however, that the committes
plans to carry-its staff ‘nquiry be-
yond what has been puhlished and
try to satisfy itself that there are *no

 further allegations” to uncover. ]

*
Ed

“u,
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fCe:z:se}g Hugel
Fuce Possible
Senate Probe

By George Lardner Jr.
Viashington Post Statt Writer
The Senate Intelligence
Committee has begun a pre-
liminary inquiry into allega-
tions of financial misconduct
by both CIA Director Wil--
liam J. Casey and his former
chief of covert operations,
Max Hugel, ST
Senate  Majority ;- Leader
tHoward H. Baker (R-Tenn.),
an ex officio member; said
the committee ordered a re-
view of “the whole package”
-6 various aceusations involy-
inz the two men i unrelated
cases. ‘ ’ :
© *Yes, I'd sav he's in trou-
ble,” Baker initially told re-
" perters  inquiring T about
- Casev's status. Moments lag-
e however, he amended
that as 4 bit too strong. He.
said “concern” was a better
word for the moment”
“A number of senators
have expressed concern to
me” about Casey, Baker said. |
Hugel resigned as deputy
CIA director for operations
- Tuesday morning after The
Washington Post reported.-
that two former Wall Street.
stockbrokers who had busi--
ness  dealings . with~Hugel |
were accusing him of illegal®
or improper stock - trading:-
practices in the early 1970s. _
At the same time, court’
rulings critical of -Casey's
connections with a now de-:
funct New Orleans company,:
Multiponics - Inc., began sur-
facing. e
In gne case involving Mul..
tiponics, an agribusiness ﬁrm.T

Approved For RBJSRaI03107 - CIi HOPo -0 S IRUTh Srony i«

.. Sen. Lloyd Bentsen (D-Tex.), wh‘o?

which went bankrupt in 1971, a US.|
appellate court wrote that Casey and.
other directors of the company had,
driven it-“deeper and deeper into|
debt.” The court stymied an effort
by the directors to claim part of the
assets of the bankrupt companuy.

Then, in separate litigation, a fed-
‘eral judge in New York held in May
that Casey and the other Multi-
ponics officers and directors had

Rl ATRRRRTA0ARIRO00

17 July 1981

knowingly misled potential investors
in a $3.5 million fund-raising effort
for the company. . :
Other members of the Senate In-
telligence Committee told reporters
that a decision on a formal inquiry
will not be made until the staff re-
view i3 submitted. - e

- Sen. Walter D, _Huddleston (D2
Ky.) said committee colleagues he'd]
spoken to were “more concerned
about Casey than Hugel” .= 2
" Chairman- Barry Goldwater (R-"
Ariz.) could not be reached for com-
ment following a report that he had
told some fellow senators he felt
‘Casey “should "be removed as ClA
director.” Speaking for-, Goldwater, -
Katherine Grammer said the senator
.denounced the report as “a malicious
lie_” S DT S

Committee sources - said Casey
met with Goldwater privately Wed-
nesday, but did himself neither
much good nor much harm. Gold-
water and others reportedly are cha-
grined by the fact that the CIA
failed to inform the senators about
the Hugel matter before it appeared
in'The Post. . ' ~ ..

* Several Senate sources said Casey
-is remaining in the job only because
Reagan wants him to stay and only
if no more derogatory information
surfaces about his investment career.

Despite all the public disclaimers,
one source close to Sen. Baker said,
“the word is out that Casey is in
trouble, with Goldwater and in the
White House. Not with Reagan, but
in the White House”. . - :

-also sits on the Intelligence Commit--
tee, said the staff inquiry would also
include a look at the CIA’s security
procedures due to its failure to raise
even-a mild alarm' about Hugel’s

‘making very detailed investigations,

but thev- cortainly hlaw thiac mme 6

STATINTL

Y

Bentsen told reporters. “I think £} ey’
obviously did a very poor job in
checking out a man for a very sn-
sitive post.” ,

Another cominittee member, Sen. -
David Durenberger (R-Mina), s:id
he had “a bit of concern about Fill ;
from the beginning.”

Durenberger said if Casey is
faulted for his judgment abcut
Hugel, he should be credited for his
selection of Adm. Bobby Inman as
the CIA’S deputy director. The
widely popular ‘Inman, a former
head of the National Security Agen-
cy and Goldwater’s original prefi-r-
ence as CIA director, makes it eas.er
for the senators to contempl: te
Casey’s departure. - . ,

White House chief of staff Jarmr es
A. Baker III took what appeared ‘o
be a carefu\]ly _controlled slap. at
Casey ™ _yesterday. Asked '’ abeut
Hugel’s inexperience, Baker replird:
“We would hope that in the future
due consideration would ke giverf to
professional expertise for this poi-
tion.” ©° Tl

In connection with the Mul:i-
‘ponics case, Casey told The Wash-

e el L

ington Poest that he “never misi:d
anyone” in stock-offering circulars.
“I didn’t prepare the circulars. I
had a technical responsibility as a
dizector,” he said, S
A review of court records, howewj
er, shows that the question of con-
trol over the contents of the circula s
has been hotly contested in the law-
suit. Casey served not only as a di-
rector of the firm but as corporaie
secretary and legal counsel. =
An FBI agent checked out tte
Multiponics litigation file at the U.ss.
courthouse in New York City Wec-
nesday. A New York FBI spokesman,
.refused to comment, but Justice De--
partment spokesman Tom DeCar
said later that the agent had been
dispatched at the request of White
House counsel Fred F. Fielding.
White- House spokesman Lariy
Speakes said yesterday- that tte
Multiponics litigation had not been
brought. to the president’s attention
last winter because Fielding, “in hs
discussions with Casey, made a de-
‘termination” that this was not ne«-.
essary. DeCair-told - a-reporter thut

Staff writers Patrick Tyler, Loz

Cannon and Maortnrn AMints cantmk.
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Linguist Shortage |
Aﬁecting Spy Unats )

. Assoclated Press .
" The CIA’s second-ranking official said yester: |
day the.nation’s intelligence apparatus has been |
severely affected by deepening shortages of per--|
sounel who are trained in foreign languages.
. “The foreign language capability of our country
" is poor and .growing worse,” Adm. Bobby R.
Inman, deputy director of the Central Intelligence |
_ Agency, told a Hill panel. He called for: “decisive 5
. action” by the government to help- reverse the
Cotrend. et oL Ee e IR o
" ‘Inman testified at House postsecondary edu-
¢cation subcommittee hearings on a bill by the ]
~ panel's chairman, Rep. Paul Simon (D-IIL), tov
provide $80 million a. year in federal grants to
schools and colleges for expanded foreign language-
‘programs.:* - - L : .
- Inman said he was limited in what he could dis-¢

close “about the statistical effect declining lan-
guage foreign language ability has had on our op-.
-erations. Suffice it to say that we have been im-
" pacted severely.” - ,

 He added that “in the ‘operations’ area, we are
" now losing many of our most experienced people
who have had 20 or so years of service using a sec-
ond or third language. Replacement of these peo-
ple has been made difficult by the fact that many
universities and colleges no longer have foreign
Janguage requirements‘as part of their mandatory
‘eurrievlum.” i
" Inman said the U.S. intelligence community is
“especially vulnerable when it comes to the more
exotic languages such as Urdu, Arabic and Farsi.”
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To Head New C.1.A. Panel

By JUDITHMILLER

R

Special o The Mew York Times

WASHINGTON, July 7~ The Reagan
Administration has selected Henry S.
Rowen to head a newly created National
Intelligence Council at the Central lntel-
lizence Agency, Administration ofli-
cials said teday. st T

Mr. Rowen, a former president of the
Rand Corporation who resigned in 1971,
partly because of Pentagon dissatisfac-
tion with Rard’s security arrangements
for the Pentagon papers, has until re-
cently been a professor at Stanford Uni-
versity’s Griduate School of Business.
He has already begun working at the
€.1.A., but his appointment has not been
announced. E .

According te Administration officials,

~William J. Casey, the Director of Cen-

i tral Intelligerce, chose Mr. Rowen for

! the post and decided to create the coun-
cil to upgrade the system under which

| national intelligence estimates are

| produced.

" Preparation of national intelligence
estimates, which are supposed to be
comprehensive studies of an issue or
subject that reflect the views of the en-
tire intelligence apparatus, has been a
source of bitterness with intelligence of-
ficials for nearly eight years. Mr. Casey
recently told C.J.A. officials in an
agency newsletter that the system had
becorae “‘slow, cumbersome and incon-
sistent with providing the policy maker
with a timely, crisp forecast that incor-
porates clesrly defined "alternative
views."”

Critics of the process have also
charged that the estimates have pre-
daminantly reftected C.I.AZ views, with
important dissents from other intelli-
gence agencies relegated to footnotes.

Starstield Turner, Director of Central!

Intelligence in the Carter Administra-
tion, was accused by some intelligence
oificials of distorting estimates to make
them dovetail with the Carter Adminis-
traiion’s foreign policy, an allegation
that Mr. Turner denied, although he ac-
knowledged that he had personally re-
written estimate papers.

Mr. Rowen hilmself has been a vocal
critic of the inteiligence estimates sys-
tem, especially of what he has charac-
terized as the C.1.A.'s optimistic assess~
raents of Soviet military strength in the
past.. Mr. Rowen, an Oxford-traired
econornist, served as Deputy Assistant
Secretary of Defense under Robert S.
MceNamara from 1561 to 1565, and be-
carme president of Rand in 1566.

Separate Views Encouraged

Under the new system, the council
will be composed of those national intel-

 ligence officers charged with preducing

the estimates. They will report directly
to Mr. Casey and io Bobby R. Inman,
the C.1.A.’s Deputy Director.
- Senate critics of the agency, such as
Daniel Patrick Moynihan, Democrat of
New York, and Malcolm Wallop, Repub-
lican of Wyoming, have urged DIMr.
Casey to encourage the inteliigence
agencies to offer separate views and
estimates. Several officials who follow
intelligence matters_closely said that
they doubted that tae new council would
lead to such a debate about the est-
mates. _

“I fear that this means business as
usual,” one Administration official ob-
served. -




